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Auditing Procedures Report
Issued under P.A. 2 of 1566, as amended and P.A 71 of 15919, as amended.

Local Unit of Government Type Local Unit Name County
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Fiscal Year End Cpinion Date Date Audit Reporl Submitled to State
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Wa affirm that;

Wa are certified public accountants licensed to practice in Michigan.

Wa further affirm the fellowing material, "no” responses have bean disclosed in tha financial statements, including the notes, or in the
Management Letter {report of comments and recommendations).

Check each applicable box below. (See instructions for further detail.)

All required compeonent units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

Thera are no accumulated deficits in one or more of this unit's unreserved fund balancesfunrestricted net assets
{P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Depariment of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accerdance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit

e m oA ®

N

The local unit only holds depositsfinvestments that comply with statutory requirements.

The local unit has no iflegal or unauthorized expenditures that came to our attention as defined in the Buffatin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

Thare are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have nat been previcusly communicated lo the Local Audit and Finance Division {LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.
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10.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASE 34 or GASE 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board of council approves all invoices prior to payment as required by charter or statute.
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14.
15,
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To our knowladge, bank reconciliations that were reviewed were performed timely.

If a local unit of government {authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they cobtain a stand-alone audit, please enclose the name(s), address{es), and a
description(s} of the authority andfor commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.
Wa have enclosed the following: Enclesed | Mot Required (enter a bilef justification)

Financial Statements

The letter of Comments and Recommendations

Other (pescribe) Single Audit
Cerltfied Public Accountant (Firm Hame) Telephone Number
Abraham & Gaffney, P.C. 517-351-6836
Stree] Addross City Stale Zip
3511 Coolidge Road, Suite 100 Easl Lansing Ml 48823
Authorizing CPA Signature Printed Name License Mumber
Leoca . Sreas Aaron M. Stevens, CPA 1101024055
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CITY OF ANN ARBOR, MICHIGAN
100 North Fifth Avenue, P.O. Box 8647, Ann Arbor, Michigan 48107

Cctober 30, 2006

To the Honorable Mayor, Members of the City Council
And Citizens of the City of Ann Arbor

The Comprehensive Annual Financial Report (CAFR) of the City of Ann Arbor for the year-end June 30, 20086, is submitted. Staff in the Accounting Services
Unit prepared the report, with assistance from the Pension System, Downtown Development Authority, Housing Commission and other City staff, The City
has the responsibility for all disclesure and accuracy of material contained in this report.

State law requires that ali local governments, subject to certain size criteria, publish within six months of the close of each fiscal year a complete set of
financial statements presented in conformity with generally accepted accounting principles (GAAP) and audited in accordance with generally accepted
auditing standards by a firm of licensed certified public accountants. Pursuant to that requirement, we hereby issue the comprehensive annual financial
report of the City of Ann Arbor for the fiscal yvear ended June 30, 20086.

This report consists of management's representations concerning the finances of the City of Ann Arbor. Consequenfly, management assumes full
responsibility for the completeness and reliability of all of the information presented in this report. To provide a reasonable basis for making these
representations, City management has established 2 comprehensive internal control framework that is designed both ta protect the governmenf's assets
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the City's financial statements in conformity with GAAP.
Because the cost of internal contrels should not outweigh their benefits, the City's comprehensive framework of internal controls has been designed to
provide reasonable rather than absolute assurance that the financial statements will be free from material misstatements. As management, we assert that,
to the best of our knowledge and belief, this financial repaort is complete and reliahle in all material respects.

GAAP reguire that management provide 2 narrative introduction, overview, and analysis to accompany the basic financial statements in the form of
‘Management's Discussion and Analysis {MD&A). This letter of fransmittal is designed to compliment the MD&A and should be read in conjunction with it.
The City's MD&A can be found immediately following the report of the independent auditers.

The CAFR is designed in 2 manner to assist and guide the reader in understanding its contents. The report consists of three sections:
» The Introductory Section includes the table of contents, this transmittal letter, the City's organizational chart, and a list of principal officials.

* The Financial Section includes the MD&A, the basic financial statements, required supplementary information and various other statements and
schedules, as well as the independent accountants’ report based on an audit of the basic financial statements.

» The Statistical Section includes selected financial and demographic information, generally presented on a multi-year basis.



Profile of the Government

The City of Ann Arbor was founded in 1824 and incorporated as a city in 1851. The City is located in the approximate center of Washtenaw County in the
southeastern section of Michigan's lower peninsula. The City is approximately 28 square miles in area and serves as the County Seat. The City has an
excellent public transportation system for its citizens and visitors ta enjoy. The City is nationally known for its outstanding educational and medical facilities,
serving as the home of the University of Michigan.

The City operates under a Mayor/Council-Administrator type of government. The Council is comprised of the Mayor ang ten Council Members. The City is
divided into five wards, two Council Members are elected from each ward. The Council appoints a City Administrator to serve as the Chief Administrative
Officer of the City responsible for daily operations. The organizational chart of the City is shown following the transmittal letter.

The component units discussed below are included in the City's financial reporting entity because of the significance of their operational or financial
relationships with the City. In accordance with generally accepted accounting principles and Governmental Accounting Standards Board (GASB) Statement
No. 14, "The Financial Reporting Enity,” these financial statements present the City {the primary government) and its component units. The criteria
established by the GASB for determining the reporting entity includes financial accountability and whether the financial statements would be misleading if
data were not included.

Blended Component Unit. The Ann Arbor Building Authority is presented as a blended component unit. Commissioners of the Authority are
appointed by the Mayor and confirmed by City Council. Although it is legally separate from the City, the Authority is reported as if it were part of the
primary gevernment because its sale purpose is to issue revenue bonds to finance major capital construction by the City.

Discretely Presented Component Unlts. The Component Unit columns in the government-wide financia! statements include the financial data of
the City's other Component Units. They are reported in separate columns to emphasize that they are legally separate from the City. The following
Component Units are included in the reporting entity bacause the primary government is financially accountable and is able to impose its will on the
organization.

Downtown Development Authority (DDA). The DDA was created to finance rehabilitation and redevelopment in the downtown area.
Commissioners of the DDA are appointed by the Mayor and approved by City Council. Development plans are approved by Council and
Council must approve all modifications to the plan. The City maintains some accounting and payroll records for the DDA, whose primary
source of funding is from Tax Increment Financing revenues. Bonds secured by those revenues are issued by the City on behalf of the
DDA, which does not have the ability to issue debt.

Ann Arbor Housing Commission. The Housing Commission was created to provide low-income housing for City residents. Commissioners
of the Housing Commission are appointed by the Mayor and approved by City Council. City Council is notified of all grant applications and
any changes to contracts with the Department of Housing and Urban Development, the Commission's primary funding source. The
Commission maintains its own accounting records and bank accounts. The City provides limited, special purpose financlal support to the
Commission, subject to request and Council approval, and is contingently liable for its debt.

SmartZone |ocal Development Finance Authority {(SmartZone LDFA). The SmartZone LDFA was established in accordance with the

authority granted under Public Act 248 of 2000 respectively by the cities of Ann Arbor and Ypsilanti in June 2002 to encourage high tech
business investment within the boundaries of the SmartZone, comprising portions of City of Ann Arbor and the City of Ypsilanti, and the
funding of the SmartZone through a Local Development Financing Authority.

The City is responsible for managing and financing many of the services for its citizens. The service areas include: Commurity Services, Financial
Services, Safety Services, and Public Services.



FACTORS AFFECTING FINANCIAL CONDITIONS

The information presented in the financial statements should be considered on a broad perspective within the specific environment of the City.

Local Economy

The City remains in good financiat condition, as is demonstrated by the financial statements and schedules included in this report. As an indication of
economic strength, the assessed value of the taxable property (2005) increased by 4.8% over the 2004 valuation, The City receives a portion of the tax
revenue generated to assist in funding its operations.

The City provides a full range of services including: police, fire, refuse collection and disposal, recycling collection and processing, recreation, sccial
services Dy contract, public improvements, planning and zoning, and general administrative services. The citizens and transients of the City enjoy these
services. The City is surrounded by three higher educational centers 1) The University of Michigan, 2) Concordiz College, and 3) Cleary College.
Additionally, located within a 10-mile radius are two other higher educational centers, Over §9% of the residents have completed four or more years of
college.

The City of Ann Arbor has the largest population base in Washtenaw County and serves as the County Seat. The U.S. Census Bureau identified 114,328
residents in Ann Arbor, representing 35% of the population base in Washtenaw County. The median household income of our citizens is $71,293.
Personal income in the City has risen in recent years, which is an indication of a healthy economy.

The City is endowed with several major corporations located within its boundaries, including Pfizer Pharmaceutical Company and Borders. In addition, Ann
Arbor is home to one of the largest employers in the County, the University of Michigan, that employs 29,165 people. Ann Arbor is also known for its
excellent technology infrastructure that has attracted several large technology firms to the area.

Ann Arbor is accessible by three major Interstate highways connecting Detroit to the east, Chicago to the west, the Upper Peninsula to the north, and Chio
to the south.

Budget Process

The City Administrator is required by City Charter to prepare and submit an annual budget to City Council. This budget is prepared on the modified accrual
basis and is adopted by City Council as required by the State of Michigan. Budgetary conirol is maintained at the service area level for the General Fund.
The City Administrator is authorized to transfer budgeted amounts within the General Fund service areas. Budgetary control for all other funds is
maintained at the fund level. Revisions to a service area tota! of the General Fund or to the fund total must be approved by City Counci.

Long-term Financial Planning

The City Council and City Administrator are committed to strategies designed to ensure the long-term financial health of the City. Facing legal and political
limits on the amount of property taxes that can be levied in Ann Arbor, in 2002, the City Council provided the newly hired administrator with instructions to
improve upon the cost reduction steps that began with the 2001-2002 budget cycle. From a high of 1,024 full-time equivalent (FTE) positions approved in
the 1999-2000 budget, the current year fiscal plan includes only 823 FTE positions, Timely execution of current plans will have a new, centralized
maintenance facility on-line in 2007 and a new Justice Annex to City Hall in place by 2010.



Cash Management Policies and Practices

Cash balances are invested according to the City's investment policy and State law. Certain cash balances are pooled in an investment fund. The cash
resources of the Pension Trust Fund and certain other funds are invested separately. Short-term investments are generally restricted to: 1) certificates of
deposit; 2} commercial paper of corporations rated A-1 and P-1; 3} U.S, Treasury bills; and 4) savings accounts. 1.5, Treasury notes are usually purchased
with cash available for longer periods of time. Maturities are intended to correspond with cash flow needs.

For fiscal year 2006, the accounting return on investments (realized and accrued income and gains plus accretion and amortization of premiums and
discounts) on the pooled investment portiolio was 3.73%. The market rate of refurn (which reflects market adjustmenis) was 3.09%.

Risk Management

As permitted by State law, the City is self-insured (up to certain limits) for employee medical expenses, unemployment claims, general liability, and property
damage. Funding for claims and insurance is provided through an Internal Service Insurance Fund. This fund receives revenues from the operating
accounts. The City contracts with one provider to administer the medical program for its employees and retirees. In addition, the City contracts with one
provider to administer the workers' compensation program.

Pension and QOther Post-empioyment Benefits

The City provides a defined berefit pension plan and post-employment healthcare benefit plan for ali permanent employees. The pension system is
administered by a seven member Trustee Beoard and an Executive Director. The net assets of the defined benefit pension plan on June 30, 2006 were
$403,270,772, and the post-employment healthcare plan was $55,660,954. The actuarial valuation, applicable to the defined benefit pension plan,
cortinues to reflect the plan is adeguately funded at 103.7%, as of the June 30, 2005 valuation.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFQA) awarded a Certificate of Achievement for Excellence in Financial
Reporting te the City of Ann Arbor for its comprehensive annual financial report for the fiscal year ended June 30, 2005, To be awarded a certificate of
Achievement, a governmental unit must publish an easily readable and efficiently organized comprehensive annual financial report whose contenis conform
to pregram standards.

The City has been awarded this certificate annually since 1985, Such reporis must satisfy both generally accepted accounting principles and applicable
legal requirements. A Certificate of Achievement is valid for a period of one year only. We believe our current report continues to conform to the Certificate
of Achievement Praogram requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate.

Rege raser,
City Inistrator

Fudloe
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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Members of the City Council
City of Ann Arbor

Ann Arbar, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the aggregate discretely presented
companent units, each major fund, and the aggregate remaining fund infarmation of City of Ann Arbor, Michigan as of and for the year ended June 30, 2008,
which collectively comprise the City's basic financial statements as listed in the table of contents. These financial statements are the responsibility of the
City's management. Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the financial statements of
the Ann Arbor Housing Commission, which represents 34% and 45%, respectively of the total assets and revenues of the component units, Those financial
statements were audited by other auditers whose report thereon has been fumished to us. Our opinion expressed herein, insofar as it relates to the amounts
included for the Ann Arbor Housing Commissicn, is based solely on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Govemnment Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of City of
Ann Arbor, Michigan, as of June 30, 2008, and the respective changes in financial position and cash flows, where applicable, thereof for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2006 on our consideration of the City of Ann Arbor’s
internal control over financial reperting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal contro! over financial reporting and comgliance and the results of that
testing, and not to provide an opinion on the intemal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

East Lansing = Rochester Hills = St. Johns



The management's discussion and analysis and budgetary comparison information, as identified in the table of contents, are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we dig not audit the information and express no opinion on it

Our audit was conducted for the purpose of forming opinions on the financiat statements that collectively comprise the City of Ann Arbor's basic financial
statements, The accompanying other supplementary information, as identified in the table of contents, is presented for the purpose of additional analysis and
is not a required part of the basic financial statements. Except for the statistical section, other supplementary information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements {aken as a whole. The stafistical section is unaudited and we express no opinion on it.

Clnodhaun 5 b“'&&‘"‘k;?‘c‘

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

October 30, 2006



MANAGEMENT'S DISCUSSION AND ANALYSIS 10

As management of the City of Ann Arbor, Michigan, we offer readers of the Cily's financial statements this narrative overview and analysis of the financial activities
of the City for the fiscal years ended June 30, 2006 and June 30, 2005, We encourage readers to consider the information presented here in conjunction with
additional information that we have furnished in our letter of transmittal, which can be found on pages 1-4 of this report.

FINANCIAL HIGHLIGHTS

« The City's financial statements are prepared using two different accounting standards resulting in fund financial statements and government-wide
statements.

+ Government-wide financial statements are comprised of governmental activities and business-type activities. Governmental activities include General
Fund activities such as Public Safety and Parks and Recreation. Business-type activities include proprietary funds such as Water, Sewer, and Solid

Waste.

=]

o

In total, the assets of the City exceed its liabilities by $863,794,791 at the close of the most recent fiscal year.
» $673,383,638 is invested in Capital Assets, net of related debt;
= $94,538,978 is restricted for specific purposes, such as capital projects;
= $95,872,175 is unrestricted and may be used to meet the govemment's ongoing obligations to citizens and creditors, subject to the
purpose of the fund in which they are located. This balance is comprised of $39,383,015 in governmental activities and $56,489,160 in
business-type activities.
The City's total net assets increased by $36,226,967 during the year, primarily due to increases in infrastructure, investment income, charges for
services, the removal of the special Emerald Ash item further discussed in Note 21, an increase in business type activities for the accumulation of
capital to fund future infrastructure needs and favorable budget variances, demonstrating an improvement in the City's financial condition.
The City's total bonded debt increased by $36,482,202, (new issues less retirements), during the current fiscat year.

« Fund financial statements are comprised of 38 governmental funds and 8 proprietary funds. Governmenta! funds include the General Fund, Maintenance
Facility Fund, Open Space and Parkland Preservation Fund and other special revenue and debt setvice funds.

Lo}

At the close of the current fiscal year, the City's governmental funds reported combined ending fund balances of $117,878,951. The increase in
fund batance is primarily due to expenditures coming in under budget and bond proceeds for the Maintenance Facility and the Open Space and
Parkland Preservation funds.

Of the fund balance amount, $83,941,404 is unreserved and may be used to meet the government's ongoing obligations to citizens and creditors,
subject to the purpose of the fund in which they are located.

The City's major funds, the General Fund ($11,832,621), the Maintenance Facility Fund ($4,058,954), and the Open Space and Parkland
Preservation Fund {$22,575,080) account for 46% of this unreserved balance. The remaining amount is represented across the other 35 non-
major funds.

The General fund recognized a gain of $1,788,338. At the end of the current fiscal year, unreserved general fund balance was 16.7% of the total
general fund expenditures.

The Maintenance Facility Fund sold $24,635,000 of bonds to fund the construction of the City's new maintenance facility scheduled to be
completed in 2007.

The Open Space and Parkland Preservation Fund sold $20,250,000 of bonds to fund the purchase of development rights to preserve open space
as well as to purchase land for parks.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements: 1) management discussion and analysis (this section), 2} government-wide financial statements, 3)
fund financlal statements, and 4) notes to the financial statements.



MANAGEMENT'S DISCUSSION AND ANALYSIS _ 11
GOVERNMENT-WIDE STATEMENTS

The government-wide statements are designed to provide readers with an overview of the City’s financial health as a whole, similar to those used in the private-
sector companies. The two components of the government-wide statements include:

» The Statement of Net Assets is the difference between assets and liabilities, which can be used as an indicator of the City's financial heaith, or position.
This statement includes all of the City assets and liabilities.

+ The Statement of Activities provides information about the City activities as a whole, as it relates to the City's revenues and expenses. The statement of
activities accounts for revenues and expenses when they occur, regardless of when cash is received or paid. This statement indicates whether the City's
revenues exceed its expenses, which is another way to monitor the overall health of the City.

The Statement of Net Assets and the Statament of Activities, contain information in the following three categories:

o Governmental activities - All of the City’s basic services such as police, fire, public works, and general administration are included in governmental
activities. Property taxes, fees and charges, state shared revenues, and state and federal grants finance most of these aclivities.

« Business-type activities - Business-type activity areas include water and sewer systems, parking facilities, golf courses, solid waste and an airport.
The City assesses fees, taxes and charges to cover the cost of services provided in these business-type activities.

« Component units - Included in the component units for the City are the Downtown Development Authority, the Smart Zone Local Development Finance
Authority and the Ann Arbor Housing Commission, Although the component units are separate legal entities, the City is financially responsible for
them. The Housing Commission provides low-income housing to City residents. The City provides limited, special purpose financial support to the
Commission and is contingently liable for its debt.

The government-wide statements can be located on pages 21-23 of this repont.
FUND FINANCIAL STATEMENTS

The fund financial statements provide detailed information about the City's most significant funds, not the City as a whole. The City uses the fund financial
statements to account for specific funding sources and its spending patterns. Some funds are required to be established by State law and by bond covenants.
The City Councii establishes other funds to control and manage funds for particular purposes or o show it complies with legal requirements. The fund financial
statements are divided info three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds

Most of the City's basic services are reported in the governmental funds, which focus on how cash flows in and out of those funds and its balances at year-end that
are available for spending/reserve purposes. The governmental funds provide a detailed short-term view of the City's general operations and the basic services it
provides. In addition, it assists management in the assessment of whether there are more or fewer resources, which can be spent on future City programs.

Because the focus of governmental funds is narrower than that of governmental-wide financial statements, it is useful to compare the information presented for
governmental funds with similar information presented for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the Jong-term impact of the government's near-term financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.
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The City maintains thirty-eight individual governmental funds. Information is presented separately in the governmenta!l fund balance sheet and in the governmental
fund statement of revenues, expenditures, and changes in fund balances for the General, Maintenance Facility and Open Space and Parkland Preservation funds.
Data from the other thirty-five governmental funds are combined in a single, aggregated presentation. Individual fund data for each of these non-major
governmental funds is provided in the form of combining statements elsewhere in this report.

The basic govemmental fund financial statements can be located on pages 24-29 of this report.
Proprietary funds

The City maintains fourteen different proprietary funds. Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds fo account for its water, storm and sanitary sewer operations. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the City's various functions. The City uses internal service funds to account for its
central stores, fleet services, park services headquarters, information technology, project management, and insurance funds. Because internal funds benefit
predominantly governmental rather then business-type functions, they have been included within governmental activities in the government-wide financial
statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. The proprietary fund financial statements
provide separate information for the water, sanitary sewer operations, parking system, market, golf courses, airport, stormwater system, and solid waste, each of
which are considered major funds of the City. The basic proprietary fund financial statements can be located on pages 30-34 of this report.

Fiduciary funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. The City is the frustee, or fiduciary, for certain assets held
on behalf of others. Fiduciary funds are not reflected in the government-wide financial statements because the resources of those funds are not available to
support the City's own programs. The accounting used for fiduciary funds is much like that used for proprietary funds. Fiduciary funds combining statement
information is contained in the combining section of the CAFR. The basic fiduciary fund financial statements can be located on pages 35-36 of this report.
ADDITIONAL INFORMATION

Notes to the financial statements

The notes provide additional information that is essential fo a full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial staterments can be found on pages 37-66 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain required supplementary information. This is limited to the
major fund budgetary comparisons and a schedule concerning the City’s progress in funding its obligation to provide pensicn benefits to its employees. Required
supplementary information can be found on pages 67-75 of this report.

The combining statements referred to earlier in connection with non-major governmental funds and internal service funds are presented immediately following the
required supplementary information. Combining and individual fund statements and schedules can be located on pages 79-101 of this report.
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FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The government-wide financial analysis focuses on the net assets and changes in net assets of the City's govemmental and business-type activities. As noted
earlier, net assets may serve over time as a usefui indicator of a government's financial position. As the following table demonstrates, the City's assets exceeded
its liabilities by $863,794,791 at June 30, 2006 compared to $827,443,761 at June 30, 2005.

City of Ann Arbor
Net Assets
Comparative Schedule- June 30, 2086 and 2005

Governmental Business-type
Activities Actlvities Total
June 30, 2006 June 30, 2005 June 30,2006 June 30,2005 June 30, 2006 June 30, 2005
as restated as restated as restated as restated as restated as restated

Current and other assets $143,434,207  $88,689,462 $80,361,403  $86,639,5683 $223,795,610 $175,329,045
Capital assets 640,431,489 627,330,584 194,826,523 192,152,513 835,258,012 819,483,097
Total assets 783,865,696 717,208,022 275,187,926 277,620,152 1,059,063,622 994,812,142
Long-term liabilities outstanding 75,393,801 34,203,047 92,899,493 99,047,811 168,293,294 133,250,858
Other liahilities 14,672,628 20,954,392 12,392,809 13,179,163 26,966,537 34,133,655
Total liabilities 89,966,429 55,157,439 105,292,402 112,226,974 195,258,831 167,384,413
Net assets: .

Invested in capital assets, net of related debt 575,895,851 604,868,914 97,487,787 88,812,236 673,383,638 693,681,150
Resftricted 101,447,127 14,535,869 15,918,577 16,634,604 117,365,704 31,170,473
Unrestricted 16,556,289 42,852 581 56,489,160 59,863,620 73045449 102,716,201

Total net assets $693,899,267  $662,257,364  $169,895,524  $165,310,460  $863,794,791 $827,567,824

By far the largest portion of the City's net assets reflects its investment in capital assets (i.e., land, buildings, vehicles, equipment and infrastructure), less any
related debt used to acquire those assets that is still outstanding. The City uses these capital assets to provide services to citizens; cansequently, these assets
are not available for future spending. ARthough the City's investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be used to liguidate these liabilities.

An additional portion of the City's net assets at June 30, 2006 ($94,538,978) represents resources that are subject to external restrictions on how they may be
used. The remaining balance of unrestricted net assets of $95,872,175 may be used to meet the government's ongoing obligations to citizens and creditors. The
increase in Restricted Net Assets from $31,170,473 in 2005 to $94,538,978 in 2006 is due to an increase in Restricted for Capital Projects due to the sale of bonds
for the new maintenance facility during 2005-2008. Certain items have been reclassified from the prior year. In addition, the balances as of July 1, 2005 have
been restated as discussed in Note 20.

Long-term liabilities have increased from 2005 to 2006 mainly due to the increase in bond indebtedness due to two bond issues: the Maintenance Facility issue
and the Open Space and Parkland Preservation issue. In addition, other liabilities have decreased from 2005 to 2006 due to a decrease in Estimated Claims
Payable for the City's self-insurance program due to improved experience ratings. Also, the City has removed a liability of $4.1 million for costs associated with
the removal of dead and dying trees affected with Emerald Ash Borér as discussed in Note 21,

At the end of the current fiscal year, the City is able to report positive balances in all three categories of net assets, both for the government as a whole, as well as
for its separate governmental and business-fype activities.



Reavenus:
Program ravenue:
Charges for services
Operating contrlbutions and grants
Capital contributlons and grants
General revenue;
Property taxes
State shared revenues and grants
[nvestment income
Cther
Total revenua
Expenses:
Governmental activities:
Genoral government
Public safety
Highways and streets
Culture and racreation
Scclal sarvices
Transportation (payment to AATA)
Communlty access television
[nformation services
Urban redevelopment and housing
Public Services
Unallocated depreciation
Interast on long-term debt
Business-typo activities:
Water
Sewer
Parking
Market
Golf courgses
Airport
Stormwater
Hydropowar
Solid waste
Total expenses

Increase In net assets before transfers and speclal ltem
Special item

Transfars

Incraass in net assets

Net assets: baeginning of year, as restatad

Met assets: end of year
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City of Ann Arbor
Changes in Net Assets
Comparative Schedule for the Years Ended June 30, 2006 and 2005
Governmental Buslness-type
Actlvitles Actlvitles Total
2006 2005 2006 2008 2008 2005
$26,745,606 $22 466,820 $46,793,877 $45,801,536 $73,539,483 $68,358,356
12,604 477 12,245,420 12,604,477 12,245,420
1,213,663 1,213,663
€2,017,866 59,452,810 10,388,700 10,011,080 72,417,566 69,463,890
11,469,467 11,674,762 11,469 467 11,674,762
4,246,277 2,181,348 2,177,470 1,651,492 6,423,747 3,832,840
194410 367,458 194,410 367,458
117,278,103 109,602,281 58,371,047 57,554 108 176,649,150 167,156,389
12,906,947 12,025,660 12,506,947 12,025,660
44,026,682 43,656,128 44,026,682 43,656,128
11,449,294 15,086,160 11,449,294 15,086,160
6,810,978 7.697,210 6,810,978 7,697,210
2,982,847 2,431,754 2,982,647 2,431,754
8,666,141 8,349,044 8,666,141 8,349,044
1,001,330 1,080,660 1,001,330 1,080,660
626,090 626,090
2,188,427 2,993,631 2,188,427 2,983,631
5,227,128 7,468,543 5,227,128 7,468,543
71,575 37,375 71,575 37,375
1,539,263 934,007 1,535,263 934,007
16,881,883 16,671,468 16,881,883 16,671,468
13,488,810 14,019,208 13,488,81¢ 14,019,208
3,684,777 2,368,344 3,684,777 2,368,344
124,754 116,892 124,754 115,892
1,134,301 1,162,354 1,134,301 1,152,354
904,514 860,515 904,514 860,515
1,556,229 1,662,144 1,556,229 1,662,144
259,773 259,773
9,876,503 8,086,147 9,876,603 8,086,147
96,870,412 102,386,262 47,651,771 45,195,845 144,522,183 147,582,107
20,407,691 7,216,019 11,719,276 12,358,263 32,126,967 19,574,282
4,100,000 4,100,000
7,134,212 1.870,457 {7.134.212) {1,870.457)
31,641,903 5,086,476 4,585,064 10,487,806 36,226,967 19,574,282
662,257 364 652,964,107 165,310,460 154,905,372 827,567,824 807,869,479
$693,899,267 $662,050,583 $169,895,524 $165,393,178 $863,754,731 $827,443,761
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The City's net assets increased by $36,226,867 during the current fiscal year and $19,574,282 in the prior fiscal year.

15

Governmental activities for the City’s net assets increased by $31,641,903, accounting for 87% of the total growth in the net assets of the City. During 2004-05,
governmental activities increased by $9,086,476 which is 46% of 2004-05 of the total growth. Key elements are as follows:

Property taxes increased by approximately 4.3% in 2005-08 in governmental activities and decreased 7.4% in 2004-05. The increase is attributable to
increased taxable values and residential growth, Most of this decrease in the prior year is due to moving solid waste activities to an enterprise fund for

fiscal year 04-08.

Intergovernmental revenue (which is a combination of operating contributions and grants and state-shared revenues and grants) remained flat in 2005-06
while increasing 6.4% in 2004-2005. This increase was due to the receipt of a $659,000 state grant in 2004-2005 for the improvements in Dolph Park in
the City. State shared revenue, primarily sales and use tax and income tax, decreased 1.86% in 2005-06 due to reductions of revenue sharing at the
State level. In 2004-05, these revenues decreased by approximately 1.61% for the same reasons.

Charges for services increased by 19% in 2005-2006 primarily due to an unanticipated state shared revenue related to fire protection, and an increase in

the pension transfers to cover retiree health care benefits.

Investment income increased approximately 95% in 2005-06, due to a more favorable interest rate environment for Federal securities and a larger
invested balance. In 2004-05 investment income increased 140%, due to a more favorable inferest rate environment for Federal securifies,

Revenues by Source - Governmental Activities-2005

10.65% 1'99% 0.34% 20.50%

54.24% 11.17%
1.11%
@ Chargas for senvices W Operating centributions and grants

O Capital contributions and grants & Proparty taxes
& State shared revenuss and grants Bl Invesiment income
B Other

Revenues by Source - Governmental Activities-2006

0.17%
0.78% 362%

22.81%

10.756%

52.80%

Charges for seivices 8 Operaling contributions and grants

0O Capital contrdbutions and grants DProperty taxes

M State shared revenues and grants B Investment income
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Expenses for governmental activities decreased $5,515,850 from 2005 to 2006, Key elements are as follows:

» Expenditures related to the Highway and Street activities decreased $3.6 million due to the timing of capital projects and the completion of major projects
in the prior fiscal year.

» Expenditures related to Urban Redevelopment and Housing activities decreased due to less activity related to single family rehab services and other
community development activities.

Expenses by Function - Governmental Activities-2005 Expenses by Function - Governmental Activities-2006

0.91% 0.07%
0.61%-2.92% 7.29% .

04% 11.75%
8.95%
2.38% 3.08%
7.62% 7.05% W
11.82% 45.45%

14.73%
H General govemment H Public safety
DHighways and streets D Solid waste @ Goneral govemment W Public safely
B Culture and recreation @ Social services O  Highways and strests O  Culture and recreation
B Transportation B Community access TV | Social seivfoes » B  Transportation (payment to AATA)
B Information services B Utban redavelopment and housing B  Community access television @ Urban reda\ralopment.and housing
OUnallocated depreclation Interest on long-term debt W Public Services @  Unallocated depreciation

|m] Interest on long-term debt
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Business-type activities. Business-type activities increased the City’s net assets by $4,585,064 for 2005-2C06 and by $10,487,806 for 2004-2005, accounting for
13% and 54% of the fotal growth in the government's net assets for the current year and prior year, respectively. Key elements of this increase are as follows:

» Charges for services for business-type activities have increased by $902,341, or 2%, in the cumrent year, primarily due to increased water and sewer
revenues. In 2004-05, charges for services increased by $5,188,875, or 12.75% compared to the prior year.

s Expenses increased $2,455,928, or 5.4%, in 2005-2006 primarily due to increased payroll, healthcare and utility costs. In 2004-2005, expenses increased
$8,269,694, or 22.4%, primarily due to the Sclid Waste activity moving to a business-fype activity.

+ Investment income increased $525,978 due to a more favorable interest rate environment and a larger invested balance. In 2004-05, investment income
increased $1,347,360 compared to the prior fiscal year due to a more favorable interest rate environment.

Program Revenues and Expenses
Business-type Activities

2006 and 2005 M Revenues
Expenses

60,000,000
50,000,000 -4
40,000,000 ,
30,000,000 | | . ' . l
20,000,000 i ) ; -

10,000,000

[
L
}

L

2008 2005

Financial Analysis of the Government's Funds
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.
. Governmental funds. The focus of the City's governmental funds is to provide information on near-term inflows, outflows, and balances of spendable resources.

Such information is useful in assessing the City’s financing requirements. In particular, unreserved fund balance may serve as a useful measure of the
government’s net resources available for spending at the end of the fiscal year.
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At the end of the current fiscal year, the City's governmental funds reported combined ending fund balances of $117,878,951 at June 30, 2006 versus $66,344,745
at June 30, 2005, an increase of $51,534,208 in 2005-2008 compared to an increase of $4,104,690 in 2004-2005. Of that amount, $26,023,938 at June 30, 2006
and $58,013,879 at June 30, 2005 constitutes unreserved fund balance, which is available for spending at the government's discretion.

The General fund is the chief operating fund of the City. At the end of the current fiscal year, unreserved fund balance of the general fund was $11,962,837 at
June 20, 2006 versus $9,740,289 at June 30, 2005, while total fund balance was $12,448,705 and $10,660,367 at June 30, 2006 and 2005, respectively. As a
measure of the general fund’s liquidity, it may be useful to compare unreserved fund balance to total fund expenditures. Unreserved fund balance represents 16.7
percent at June 30, 2008 and 12.7 percent at June 30, 2005 of total general fund expenditures. The fund balance of the City's general fund increased by
$1,788,338 during the current fiscal year in comparison to an increase of $1,196,853 during the prior fiscal year. For 2005-08, this is aftributable to both cost
savings and higher than expected revenues for state-shared revenue and investment income. Feor 2004-05, this is attributable to both cost savings and higher
than expected revenues for state-shared revenue and investment income.

Wilh respect to other governmental funds, the City added two new special revenue funds at the start of the fiscal year- the Parks Memorials and Contributions
Fund and the Local Forfeiture fund. The Parks Memorials and Contributions fund Is used to account for the proceeds of various coniributions to the Parks System to
erect memarials of finance special park improvement projects. The Local Forfeiture Fund is used to account for monies received as a result of police seizures from
non-federal investigations. These monies are restricted for use in future law enforcement activities.

Proprietary funds. The City's proprietary funds provide the same type of information found in the government-wide financial statements, but in more detait.

Unrestricted net assets of the water, sanitary, storm sewer, parking system, market, golf courses, solid waste and airport, at the end of the year amounted to
$56,489,160. The water, market, sanitary, solid waste and stormwater systems, and golf courses had an increase in net assets for the year of $5,619,601,
whereas, the parking and airport funds had a decrease of $720,295. In additicn, the Hydroelectric Power System Fund was closed to the General Fund during the
year and reflected a decrease of $314,242. Other factors concerning the finances of these funds have been addressed in the discussion of the City's business-
type activities.

General Fund Budgetary Highlights

Differences between the original and final budgets for expenditures resulted in a 2.3% decrease in 2005-06 compared to a 0.8% increase in 2004-05. The General
Fund revenues exceeded its expenditures by $1,788,338.

Capital Asset and Debt Administration

Capital assets. The City's investment in capital assets for ils governmental/business-type activities as of June 30, 2006 was $835,258,012 compared fo
$819,343,002 at June 30, 2005 {net of accumulated depreciation). This investment in capital assets includes land, buildings, infrastructure, improvements,
machinery and equipment and construction in progress. The total increase in the City's investment in capital assets for the current fiscal year was 1.54%
compared to 2.39% in 2004-2005. Major capital asset events during the fiscal year 2006 included a variety of street construction projects costing $7,827,100.
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Additional inforrmation on the Cily's capital assets can be located in note 7 on pages §1-52 of this report.

Land
Construction in progress
Buildings
Leasehold improvements
Improvements other than buildings
Machinery and equipment
Vehicles
Infrastructure
Less: accumulated depreciation
Total capital assets net of depreciation

City of Ann Arbor's Capital Assets

(net of depreciation}
Governmental Business-type
Activities Activities Total
2006 2005 2006 2005 2006 2005
as restated as restated as restated as restated as restated as restafed
$29,041,413  $24,340,135 $7,374,728 $7,374,728 $36,416,141  §31,714,863
10,596,780 4 693 766 33,521,752 28,960,164 44 118,632 33,653,930
22,299,050 21,752,843 109,059,691 109,598,841 131,358,741 131,351,684
8,646 8,646 8,646 8,646
8,678,590 8,061,568 138,297,028 137,399,177 146,975,618 145,460,745
15,707,758 14,423,868 35,614,491 35,427,841 61,322,249 49,851,709
71,116,129 11,232,742 8,014,438 7,644,186 19,130,568 18,876,928
666,756,085 660,414,878 666,766,085 660,414,878
(123,772,962) (117,587,862) (137,055,606} (132,997,762) (260,828,568) (250,595,624)
$640,431,489 $627,330,584 $194,826,523 $193,407,175  $835,258,012 §$820,737,759
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Long-term debt. At the end of the current fiscal year, the City had total bonded debt outstanding of $160,685,693. Of that amount, $93,935,693 comprises debt
backed by the full faith and credit of the City. The remainder of the City’s debt represents bonds secured solely by specified revenue sources (i.e., revenue
bonds). Additional information on the City's long-term debt can be found on pages 55-59.

Capital Projects Bonds
General Obllgation Portion

of Special Assessment Bands
General Cbligation Portion

of Special Revenue Bonds
General Obligation Portion

of Special Revenue Bonds (DDA)
Special Assessment Bonds
Ann Arbor Building Authority Bonds
Other Bonds
Revenue Bonds
Other Long-term Debt

Total outstanding debt

City of Ann Arbor’s Outstanding Debt

Governmental Business-type
Activities Activities Total

2006 2005 2006 2005 2006 2005
$35411,122 $12,760,000 $35,411,122 $12,760,000
766,509 895,000 756,509 895,000
23,707,775 3,790,000 23,707,775 3,790,000
5,283,558 6,399,450 5,283,558 6,399,450
1,160,232 1,530,000 1,160,232 1,530,000
26,555,000 28,270,000 26,555,000 28,270,000
1,061,497 1,405,550 1,061,497 1,405,550
66,750,000 71,405,000 66,750,000 71,405,000
3,500,000 3,548,050 2,972,238 672,680 6,472,239 4,220,730
$69,819,196 $28,922,500 $97,338,736 $101,753,230  $167,157,932 $130,675,730
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The City's total debt increased by $34,537,792 or 26.4 percent during the fiscal year. The City issued new debt during the year as follows:

New Bonds
+ 2005-A Ann Arbor Building Authority Refunding $ 13,305,000
e 2005 QOpen Space Bonds 20,250,000
» 2006 Maintenance Facility Bonds 24,635,000

The City has an AAA rating on these bonds from Standard & Poor's. Moody’s rated these issues at an Aaa. These issuances were insured.

State statutes fimit the amount of the general obligation debt a governmental entity may Issue to 10 percent of its total assessed valuation. The current debt
limitation for the City is $422,074,836, which is significantly in excess of the City’s outstanding general obligation debt.

Additional information on the City's long-term debt can be located in note 9 of this report.
Economic Factors and Next Year's Budgets and Rates
The following fastors were considered in preparing the City’s budget for fiscal year 2006-07:
s Property tax revenues are budgeted to increase 4 percent in fiscal year 2006-07.
« Average salary costs were projected to remain flat in fiscal year 2006-07.

o Healthcare costs were projected to remain flat in fiscal year 2006-07, due to changes to the existing healthcare plan structure.

Contacting the City's Financial Management

This financial report is designed to provide a general overview of the City's finances for all those with an interest in the government's finances. Questions
concerning any of the information provided in this report, requests for additional financial information or complete financial statements of the individual Component
Units should be addressed to the City of Ann Arbor Financial and Administrative Services-Accounting Services, 100 North Fifth Avenue, P.O. Box 8647, Ann
Arbor, Michigan 48107-8647.
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Additional information on the Cily’s capital assets can be iocated in note 7 on pages 51-52 of this repart.

Land

Construction in progress

Buildings

| easshold improvements
Improvements other than buildings
Machinery and equlpment
Vehicles

Infrastructure

l.ess: accurmnulated depreciation

Total capital assets net of depreciation

City of Ann Arbor's Capital Assets

{net of depreciation)
Governmental Business-type
Activities Activities Total
2006 2005 2006 2005 2006 2005
as restated as restated as restated as restated as restated as restated
$29,041,413  $24,340,135 $7,374,728 $7.374,728 $36,416,141 $31,714,863
10,596,780 4,693,766 33,521,752 28,960,164 44,118,532 33,653,930
22,299,050 21,752,843 109,059,691 109,598,841 131,358,741 131,351,684
8,646 8,646 8,646 8,646
8,678,590 8,061,568 138,297,028 137,399,177 146,975,618 145,460,745
18,707,758 14,423,868 35,614,491 35,427,841 51,322,249 49,851,709
11,116,128 11,232,742 8,014,439 7.644,186 19,130,568 18,876,928
666,756,085 660,414,878 666,756,085 660,414,878
(123,772,962} (117,597.862) (137,055,606) (132,997,762) (260,828,568) {250,595,624)
$640,431,489 $627,330,584  $194,826,523 $193,407,175 $835,258,012 $820,737,759
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Long-term debt. At the end of the current fiscal year, the City had total bonded debt outstanding of $160,685,693. Of that amount, $93,935,693 comprises debt
backed by the full faith and credit of the City. The remainder of the City’s debt represents bonds secured solely by specified revenue sources (i.e., revenue
bonds). Additional Information on the City's long-term debt can be found on pages 55-59.

Capltal Projects Bonds
General Obligation Portion

of Special Assessment Bonds
General Obligation Partion

of Special Revenue Bonds
General Obligation Pertion

of Special Revenue Bonds {DDA)
Special Assessment Bonds
Ann Arbor Building Authority Bonds
Other Bonds
Revenue Bonds
Other Long-term Debt

Total outstanding debt

City of Ann Arbor's Outstanding Debt

Governmental Business-type
Actlvities Activitles Total

2006 2005 2006 2005 2006 2005
$35411,122 $12,760,000 $35411,122 $12,760,000
756,500 895,000 756,508 895,000
23,707,775 3,790,000 23,707,775 3,790,000
5,283,558 6,399,450 5,283,558 6,359,450
1,160,232 1,530,000 1,160,232 1,530,000
26,555,000 28,270,000 26,555,000 28,270,000
1,061,497 1,405,550 1,061,487 1,405,550
66,750,000 71,405,000 66,750,000 71,405,000
3,500,000 3,548,050 2,972,239 672,680 6,472,239 4,220,730
$69,819,196 $28,922,500 $97,338,736 $101,753,230  $167,157,932 $130,675,730
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The City's total debt increased by $34,537,792 or 26.4 percent during the fiscal year. The City issued new debt during the year as follows:

New Bonds
+ 2005-A Ann Arbor Buiiding Authority Refunding $ 13,305,000
s 2005 Open Space Bonds 20,250,000
» 2006 Maintenance Facility Bonds 24,635,000

The City has an AAA rating on these bonds from Standard & Poor's. Moody's rated these issues at an Aaa. These issuances were insured,

State statutes limit the amount of the general obligation debt a governmental entity may issue to 10 percent of its total assessed valuation. The current debt
limitation for the City is $422,074,836, which is significantly in excess of the City's outstanding general obligation debt.

Additional information on the City's long-term debt can be located in note 9 of this report.
Economic Factors and Next Years Budgets and Rates
The following factors were considered in preparing the City's budget for fiscal year 2006-07:
* Property tax revenues are budgeted to increase 4 perceﬁt in fiscatl year 2006-07.
s Average salary costs were projected to remain flat in fiscal year 2006-07.

« Healthcare costs were projected to remain flat in fiscal year 2006-07, dlie to changes to the existing healthcare plan structure.

Contacting the City's Financial Management

This financial report is designed to provide a general overview of the City’s finances for all those with an interest in the government's finances. Questions
concerning any of the information provided in this report, requests for additional financial information or complete financial statements of the individual Component
Units should be addressed to the City of Ann Arbor Financial and Administrative Services-Accounting Services, 100 North Fifth Avenue, P.O. Box 8647, Ann
Arbor, Michigan 48107-8647.



ASSETS

Cash
Cash wilh fiscal agenls
Cash and cash equivalants, held at County of Washlonaw
Equity in pootad cash and Investments (Nota 4)
Invastments, ai fair valua (Nola 4)
Receaivables:
Taxos
Arccounla
Speacial essessmanls
Accruaed interest and dividends
Improvement chargas
Loans
Unbilied district costs
Loss: Alloveance for uncollectibles
Inlarnal balsnces
Buo fror other govemments
Propaid items
Deforred charges
Inventory, al cost
Capital assets, at cost {Mote T
Land
Buildings
Improvemants othar than budldings
Leasahold Impnsvements
Machinesy, equipment, and vehicles
Vehiclas
Infrasluciure
Less: Accumulated deprociation
Canslruction In progress

Total Assels

CITY OF ANN ARBOR
STATEMENT OF NET ASSETS
June 30, 2008
— _ ComponamtUnits
Primary Govemmani Ann Artyar Smart Zona BDowntown
Gavernmantal Business-type Housing Local Development  Cevelopmanl
Adivities Activilies Total Commilsslon Flnanca Authority Authority
54,030,726 54,710,902 $8,740,828 $1,428,326 § $130.000
2,104,802 2,104,802
3.882 3,882
85,387,516 50,842,265 138,208,510 263,958 65,255
45,360,551 11,942,970 57,303,521 18,002,405
457,574 457,571 B, 707
2,258,305 8,214,541 11,470,846 55,059 350,947
811,027 511,027
134,088 77287 211,355
11,488 §28,601 540,088
918,529 218,520
187,423 187,423
{1.085,318) (115,757) (1,181,075) (5,000}
647,131 (B47.121)
1,830,840 1,830,840 87,71
1,688,321 9,631 1,895,952 5088
1,038,159 4,038,159 37403
800,010 552,041 4,352,051 8,855
29,041,413 7,374,728 36,418,141 844,637
22,268,050 109,059,601 131,359,741 18,581,863
8,678,590 138,297,028 145,975.818
8848 5,845 120,446
15,707,758 35,614,491 51,322,249 328,173
11,118,129 8,014,439 19,130,568
666,754,085 668,766,085
{323,772,962) (137,055,608 {260,828,588) {11.591,810)
10,596.780 33,621,752 44,118,532
783,805,696 275,187,928 1.059,053,822 5,810,052 283,938 18,71R,153
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CITY OF ANN ARBOR

STATEMENT OF NET ASSETS
June 30, 2008
{Conclded)
Component Unls
Primasy Governmenl Ann Arbor Smarl Zona Dovwntown
Govemmental Business-type Housing Local Development Crevelopmant
Activilles Activilles Tolal Commisslen Finance Aulhority Aulhority
LIABILITIES
Liabiities:
Accounls payable 54,197 429 52,171,090 36,368,519 584,568 $68,500 $577,031
Estimated ¢claims pavabla {Nota 11} 2,635,056 2,835,056
Accrued liabilities 4,706,030 1,079,782 2,785,713 94,282 93,147 358,343
Accruod Inlgrest payable 584,446 1,453,898 2,038,345 71,346
Dua |z olher governments 44,051 644,051 185453 91,327
Coposits 1.338,521 306,876 1,845,789 132,339
Uneamed revenue 74,240
Hon-cument ifabllites (Nola B);
Cua wilhin ong year
Accrred compensaled absences 958,645 167,230 1,125,875
Bonds payable 2,008,050 8,889,053 8,907,103 1,120,613
Special assessmant dabl wilh gavemmenlal commitment 500,000 500000
Qihar debt payabla 315,016 AME0B
Dua In mote than ane year (Nols f):
Accrued compansated absences 13,366,213 2,774,826 16,141,038
Bonds payable 57,110,847 87,467,444 144,578,291% 4,162,890
Spedal assessmant debt wilh governmental commilment 1,416,741 1,416,744
Olher debt poyable 3.500.000 2,857,223 8,157,223
Taotal Liabililas 85,066,420 105,202,402 195,258,631 550,880 158,687 8,412,450
NET ASSETS
Invasied in Capital Assels, net of related debl 575,865,859 97,487,787 673,383,638 9,294,300
Resircted for:
Capllal Projecls 40,050,749 0,638,506 49,687,255
Deld Service 1,376,412 6,120,739 7,496,151
Encowment {nor-axpendable) 2,103,500 2,103,500
Other purposes {Nate 19) 57,917,466 57,917,466
Landrill 161,332 161,332
Unresiriclad 16,556,288 568,480,160 73,045,449 074,763 104,281 12,305,703
Total Net Assels $693,899, 267 $169.895.524 §8683,754.791 $0,269.072 §104,201 _$12.305,703

The sccompanying noles ore an integral part of the financial statemons.



CITY OF AHH ARDOR
STATEMENT OF ACTIVITIES
FOR THE YEAR ENGED JUNE 22, 2004

Program Rovenues

Hel(Expactto] Reonus bed

Capeal —_— Primary Gonpininl
Bethar-hoy

Lhanged b Hot ALsocs

23

tinks

o COMPOGAR LIRS
Chagos ke [~ L Ann Arbor Howtng Seti T Zodes LOCM Darvalopimant Downizwn Devsiopment
Exponzan Sordor and Grants B Granty Acitias Acthitles Total Committion Flnanco
Primary Govornment;
pcthie:
Gonetal (repmmend § 1ae0hmaT  §F 93k % H [SAATA SN 5 Sisnasy 3
Publlc safety 44020803 1Hadn 1385480 (el feal N rdl] 0T
Highways and stroets 1544024 A TOY BATLITS {1.213,408) (12124087
Cudtiry wid Rocraation 8810872 2482210 ok (4,100,511} {£.109,147)
Soclal aerviar 2,082,847 L2 2.800,178 QTS arzas|
Trnsportaton {paymen ko AATA} B.e88 141 BAFT0 {E5TRAT} (8A19271)
Communty scois h 1,001,334 1388313 38Y,005 227,005
Lirbaty rodivolopnidts v hénoiy FALLEE 12,158,427y LB AT
Public Lhrehll] {3237 120y (5.227.128)
Unalocaeed 11573 73,5734 {131
InlevBet o kong-tarm St 1,530,283 {1,535.283} {3.530,283)
Tols gervemmantd actviles OB BI0412 28740808 12,004 4TT 57, bey) [3T S0
Buainorstypo scihEiey:
¥ilor 18,081,001 18377.001 1400072 SAMOTE
Sowor 12,480,810 18,531,25) BA45043 E L5043
Pang AR TIT 1060378 {818,501} 910,501)
Markot 524,754 1254t i 503
Goll urscn LN w2ty {138,083} (130.083)
Apodl LA TIGEL {134,572} 8721
M 1550229 3350240 12 23020
Sold Yaste 4,870,303 B14, 140 {9.007 343} {2,082 383
Total busiar-typo pcivities 47.831.%71 43,703 8% {857 B4y (851094
Total prmary gowernment $ AALEEY § TISMEY S 1Z00LATY % - % (5T520,004 3 857054 i [5BATA223)
Companant unts:
Housinp Commision S0 MY 548,401 $12002. 207 F0YS [#53,383)
Smaut Zona Local Devolopment Financg Authorty 234 000 (2540001
Dxcrartiizreets Crvmlopment Authorty ABBaAIE 11830428 {4 070,009)
Totad componont whies 71758 ar iR AL ] $12, 14,038 (88,503} 2854000 14,920,088
Ganarsl riveues:
Taxes:
Proporty Luss, kevied Eov rvnesal arpota PLE. L bA. o ] 10,359,700 5580780 242,700 3385488
Property L, bevied for debt servica 10,430 807 10,430,807
Stale-shared rovenues and prats {unregtricied i 1 A48T 11465487
ivestment hcome 4240277 2AAT 620,747 50.535 0,027 arreos
Othet 184,410 154 410 [ 1%:eE] 21,812 012 550
Total gonoral revarued T1E28,020 1231 50,508 100 12874 IR0 £055643
Specll Eam [Nola 211 4,105,000 4,100,000
Trantturs T M2 7,134213)
Total gonaral revonuon, spocial kem wrd trenidore A0 10721 443 050 04 508 150 118133 Eirkeid 4835845
Changa n nel assels A1.845.600 4,505,004 35,230 007 15166501 L1k {205344)
Hed useta ot baphning of yoar, &I restated (Hota 20} GE2 257 08 145210480 L.rr) .- {] [ NiERerd 18,032 125717
Hél mesats ot s0d of year §._ teLEoeger 3 JORADE 524 H AETHTO] Jogapory S0 12305701
The ity o3 e 4y bt { g Brigncial




ASSETS

Cash

Equity In pooled cash and Invesiments {Note 4)

Investments, at fair value {Note 4)
Receivables:

Taxes

Accounts

Spedial assessmants

Accrued Interest and dividands

Improvement charges

Loans

Unbifled district costs

Less: Allowanca for uncollactibles
Due from other funds {Note 5)
Due from other govermments
Prepald ltems
Inventory, at cost

Total Assets

CITY OF ANN ARBOR
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2006
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Open Space & Nonmajor Total

Maintenance Parkland Govemmental Govermnmental

General Facility Preservation Funds Funds
$1.081,4585 $427 844 2,377,992 $3,887,291
12,795,868 5,087,799 6,756,450 48,594,056 3,274,213
24 474 436 17,450,397 3,435,718 45,360,551
350,019 6,554 12,176 ag.822 457,571
1,081,269 1,112,941 2,184,210
611,027 611,027
104,026 0,082 134,088
11,488 11,488
918,529 918,529
187,423 187,423

{798,437) (11,619) {238,755) (1,048,811}

3,463,540 33,605 805,326 4,306,471
340,663 1,490,177 1,830,840
1,100 1,100
32,318 32,318
518,347,785 529,568,783 $24,812,879 $59,428,845 $132,158,209




LIABILITIES AND FUND BALANCES

Liabllitles:;
Accounts payable
Accrued liabilitles
Accrued interast payable
Dua to other funds {Note 5)
BDue to other governments
Deposits
Deferred revenue
Accrued compensated absencas (Note 9)

Total Liabilities

Fund balances:

Reserved for prepald items

Reserved for encumbrances

Reserved for endowment

Reserved for debt service

Reserved for Inventories

Unraserved balances:
Designated for subsequent year's expenditures
Designated, nonmajor capltal projects funds
Undeslgnated
Undesignaled, nonmajor speclal revenue funds

Total Fund Balances

Total Liabilities and Fund Balances

The accompanying nofas are an integral part of the finencial statements.
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CITY OF ANN ARBOR
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2006
{Concluded)
Open Space & Nenmajor Totasl

Malntenanca Paridand Govemmental Gavemmental

Genearal Facllity Preservation Funds Funds
$1,158,283 $1,517,308 396,880 $809,948 3,682,429
1,383,381 200 75 162,784 1,547,240
81,902 81,902
446,702 119 1,889,098 1,802,344 4,138,263
644,091 644,051
1,318,921 20,000 1,338,921
81,767 1,827,936 1,909,703
865,975 193 70,681 936,843
5,899,000 1,518,520 1,986,153 4,875,595 14,279,358
1,100 1,100
452,450 23,991,315 251,646 5,725,806 0,425,217
2,103,500 2,103,500
1,375,412 1,375,412
32,318 32,318
130,216 130,216
41,709,820 11,709,820
11,832,621 4,058,954 22,575,080 38,466,655
33,634,713 33,634,713
12,448,705 28,050,269 22,826,726 54,553 251 117,878,951
$18,347,795 $25,568,78% 224,812,878 $50,428,846 $132,158,308




CITY OF ANN ARBOR
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

JUNE 30, 2008
Fund balances of governmental funds $ 117,878,951
Amounts reported for govemmental activities In the statement of net assets are
different because:
Capital assals have not been included as financial resources
in gevammental fund activity. 753,341,447
Depraciation of capital assets. {115,925,478)
Long-term debt and compensated absances are not dus and payable In the curent
paricd and therefore have not been included in the govemmental funds.
Bonds payable (64,536,638}
Compensaled absences (13,059,539}
Accrued Intarest payable for the current porlion of Interest due on
bonds has not been reperted in the govemmental funds. {502,544)
Deferred revenue in governmentatl funds is susceplible 1o full accrual on the
enlity-wide statements. 1,808,703
Internal service funds are used by management to charge tha costs of cartain
activities, such as equipment managament and salf-insuranca, to individual funds.
The assets and labllifes of the intemal service funds must be added to the
statement of net assets. 14,792,365
Nat assets of govemmental aclivites $ 653,899,267

The accompenyling noles are an intagral part of the financial stalements.
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CITY OF ANN ARBOR

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FLIND BALANCES

GOVERMMENTAL FUNDS
For tha Year Ended Junos 30, 2006

27

Opan Spaco & Othor Totl
Mainlonanca Farkand Prosoreation tal G !
Generl Facnty Miiaga Funds Funds.
Rovonues:
Taxes $45,507.059 -1 $2.014,851 $14.415,856 862,017,356
Spodal A chargos 122,947 122,147
Lk , permits and regk 1,099,882 2,120,668 3,229,334
Fodoral grants 2852 190,842 3,869,043 4,082,837
State sharod revenues and prants 14,469,467 8,541,840 20,011,307
Charpos for sarvicos 6,686,810 2.521,575 9,604,205
Fines and fordoils 5,604,238 383,477 5,997,715
Intorost ang ponaltina 39000 33,994
lnvostment income 1,422,514 120,023 712,453 1,516,286 3,844 418
Renlals 122682 5,000 128,882
Coniribulions snd donnlions 164,162 164,162
Salo of propoty and oquipmont 2447 1023 3470
Intra-govemmenta! salos 157,850 157,850
Miszcellancous 105,665 8,000 31 02,406 194,440
‘Total Rovanues 72113757 126023 2,878,303 34,304 429 109,582,472
Expondituros:
Curront;
Mayor and Council 276,616 276,616
Administration 550,552 2,247,524 2,806,076
Chork/Elactions 674,264 671,294
Law onforcement 24,783,689 650,227 25,434 0585
Fira dapartmont 12,058,017 . 13,058,017
District court 3,635,102 3,635,102
Building departmant 1.937.024 2,199,531 4,135,855
Highwaya and stracts 13,513,583 13,513,583
Socla! sorvices 2413,364 2,413,364
Parks and recraation 3615094 ADS 440 2,457,283 6,430,517
Park oporations and forestry 3,751,360 1,7254M SATE. 194
Historle district conmisslon 5,832 6,832
Public lranzporiation B,BEB, 141 9,656,141
Genoral govammant 6,856,005 6,868,006
Community 2ccoss tolovision 1,056,623 1,056,623
Urban redovelopment and houaing 2168427 2,188,427
Infermalion sorvicos
Caopital outtay fRYrdii«] 4,702,362 1,117,826 10,943,671
Dabl sanvca:
Principal rallrement 2,609,050 2,508,050
Intaresl and fiseal chamges 1,328,560 1320166
Tetal Expanditures 60,243,071 5,122 583 5,108,802 30,954,071 310,488,627
Excoss of Rovonios ovar {undet) Expondiures 2,670,646 {4,958,850) (2.130,489) 3,370,358 (BB5.355)




Cthor Financing Scurcos (Usos):

Transfors in (Hoto 10)
‘Transfors out {Mota 10}
Issuance of debt

Bond l$suanco ¢05ts

Tatal Other Firandng Sourcos (Usos)
. Not changa In fund balancas
Fund Balances - July 1, 2005, os rostaled

Fund Balances = Juno 30, 2000

Thu aceompanying noles afo an integral pad of tho financial statomonis.

CITY OF ANN ARBOR
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Yoar Endod Juna 30, 2006
{Conciuded)
Open Spaca & Othor Total
Maintonanco Parkiznd Prosorvation
Gonaral Facility Milage Funds Funds

$505.874 $8,958,000 3 $12170,048 $21,817.720
{1.760.162) {71147} {620,468} (3,435,637 {12,630,888)

24,835,000 20,250,000 44,885 0G0
{163, 878) {141,534} [305,812]

{1.082.308) 28314,421 19,487 598 B,738,200 53,457,920

1,708,338 21,317,561 17,357,059 12,108,567 52,571,565

AD,E680 357 §,732. 708 5,469,627 42,444 804 65,307,288

51 2|448E705 SZBIDSGIZEQ ﬁ&l‘aiﬂﬁ $54I553.251 1 17iBTBi951
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CITY OF ANN ARBOR
RECONCILIATION OF THE STATEMENT OF REVENLIES, EXPENCITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2006

Net changa In fund balances - tolal governmental funds $

Amounts reporied for govammental actlvitles in the statemant of activities differs
from the amounis reported In lhe statement of ravenus, expendfures,
and changes in fund balances because:

Govemmental funds report caplial ovllays as expenditures. However, in the slatemant
of aclivities, the costs of thosa assels is allocaled over thelr aslimated useful lives
as dapraciation expansa.

Dapreciation in the curent pariod.

Governmental lunds report revanue from sale of assels, Howaver, an adjusiment
is needed 1o reflect foss on sale of capital assels

Bond proceads provide current financial resovrces Lo govemmeantal funds, but
Issuing debt Increases long-larm fabilities in tha slalement of net assels,

Repayment of bond principal is an expenditure in the govemmenlal funds, but the
repaymenl reducas long-tarm Jiabilllas in the statement of net assals.

Accrued Interast for Debt, This is the not changae in
accruad inlerast for tha curent period.

Amorifzation of bord discount js an expense on stalement of aciivitles

The changes in acerual for compensated absencas expanses reported in the
statemant of activilies requira the use of cumrent financial resources and
therafore ara aot reported as expeanditures In governmental funds.

Agcrual for Emerzld Ash Borer liability In the governmantal funds

Defarred revenue in gavernmenlal funds Is suscapilble to full accrual on the
entity-wida statements.

Intemal service funds ara used by management to charga ihe costs of cerlain
activillas, such as equipmeni management and self-nsurance, to individual funds.
Tha net ravenuas {axpanses) of the inlemal service funds is reporied with
govammential actlvilias.
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52,574,565

22,224,528

{8.268,820)

{539,289)

(44,579,188)

2,508,050

{189,687}

{2,829)

903,658

4,100,000

{124,257)

3,435,162

Change in nat assels of govemmenial activitias %

31,841,803

The accompanying noles are an integral pad of the financial slatements,



ASSETS
Cumrent Assebs:
Cmh

Cazhwith fizcal ogems

Cush and cash equivalents, held ot County of Wolhtenaw
Equity in pocled csh and Lrvesiments (Nota 4}

Imvestments {Hota 41
Recthvables:

Aot

Improveman chages

Interes) eechabls

Lesi: Atiowonce for uncotactible
Do from other funct (Nala 5)
Propald tems
Dofermg tharges
Imveniony, Bt oosl

Toll Syrerd Asarts
Copital aysats, alcost (Nota 7):
Land
Bulangs
Improvermnents other than budkdings
Rmchinny and oquipment
Vehictos

Leas: Accumudaind depheciation
Construction Iy progness

Nel Copital Assels
Total Assets

CITY OF AHN ARBOR
STATEMENT 0OF NET ASSETS
PROPRIETARY FUNDS
Jurt 30, 2008
Business-Typa Activities
Enlgpdty Funds
Viior Stwage Stammwator HyXosleciic
Supply Dlaporsl Parking Goll Sower Power Sold
Syatem System Syatern Macket Courzes . Adport Syslerm Syslemn MWasty Tolad
$2.075.280 33,202,511 H S10.570 $25.503 $BT.009 H $145.850 4,710,102
2,104,802 2104 802
3,842 3.e82
2,721,440 pOT 05T 2)041,093 540420 20502 1780 345143 T3 100 50,842,263
2288210 ARIBI 0,354 2870
AAL0ATI 4 e28.870 9,055 420 0359 BTN B2 27,737 214541
ZB2,B40 204 ir.186 987 &M 601
1824 Bai 2430 Tr.287
(X741 | [5ES5) W.055) (#31) {3,368 {18,021) (17.428) @712 (115757}
G601 B45 545632 e £0.032 "9 6195 4010 128,753
284 a.0aM
221440 444 058 Moo 14,823 321 103,150
470,748 84374 10925 552,041
14,067,025 £3,054.07 2384573 58371 10,623 112,533 4456427 7,512,858 922287
41230 315,582 4522200 M20 652,729 sy 15.000 595237 TAT4728
0,545,028 3,500,770 HON70.849 332209 505,024 $ BT 570 5,024 448 109,059,093}
TP EI2AAZ 5,024,118 321,801 16,700 205,04 143404 4,343,485 44450 130297020
0539806 22.388.783 172578 Teo M2 281 300 150,743 2300903 A5H14405
780,120 BadAGT 20,054 35,041 390509 3,738,409 8,014,490
(38322153 {FABT400) [16.076,R50) {144,489} 1,483,647) {2.075,504) {38,060} {5,488,211) {197,055.000)
B 2140 2,128,406 551,433 1527674 3521352
86,073,210 56,733,349 ADN20,855 261,537 2,830,900 D04,7d4 018231 104,811 184,620,523
14 187 52205178 BAS ADA 2,061513 L Fosp e 0,074 658 18,020,570 ATLBBI0
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Governmenlal
Actdiles

nternal Sordce
—Fnda

$342,405
12,009,302
62,035

{16507)
053,002
1.885221

707,092

15,504,240

104,707
500,685
43407
3,053,422
7,051,803
(7B4T 484}

30153520
18,005,760



LWABILIMES

Curren] Lisblites:

Acounts poyabla

Estimatod dadms payablo

Ancrued DobiStes

Astrued livares] paysbio

Crue fo other funds (Hota 5}

Depashe

Rarvenua bonds panabla - cument partion (Nols €)

ARN Ao Buliing Aurhonty bonds payabé - curent portion (Hoto )
Ot bonda paryabile « curren| portion (Hote B}

Crther debt-curment porsion (Nots %)
A d F ind b {Heta 9)
Tolal Coment Liohiites
Long-Term Usbiites:

Rirvirag Donds - non-curend portion (Mata 9

Ann Arbor Bulieing Authority bonds payatlt = RGN-Cment portkan (Noto 8)
Cther bonds payablo » non-cument parton {Hote D}

Orther kang-tesm debl « non-cummend portion (Maly B}

Acciued compentited absences « non-Cumenl pation [Hote B}

Tolx Long-Term Linglites
Tols! LiabiGles

MET ASSETS
Lrveated in Capiad Assaly, nat of related dabl
Restricted for debl serion

for equip
Restricted for fondfin
Unrestrictes [oeficll)
TOTAL HET ASSETS

Tho Bicompanying nokax aro an infegrad parl of the Branciod stitamonts.
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CITY OF ANN ARBOR
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
Jutwe M1, 2008
{Conchuded)
Bucsinese-Typa Acthvitiey Governmental
Enterprize Funds Actvides
Woter Sewdpo S aler
Supply EHsposal Poridng Got Sewer Piwed Solid Inlernal Senden
Systen Syatem Syatem Market o Courges Abpoet Systemn Syylem Yyash Tl Furufs
S166.000 656,440 S0 EST $16.002 R bATLE T ) 3 1540542 $2,91.000 5515000
205058
$811,785 LIETR 2] 230,05 S1545¢ 5.4 $noat su e 1,078,143 450,700
A14,044 07500 409,822 T4 1950 1,452,890
411,515 Ha108 s 458 BB 8220 3420 123,208 1,510,684 160,070
A04,205 13 B 30,078
2,085,000 1,485,000 130,000 4,710,000
1.750,000 [i=Eoa) 1,845,000
344,053 344,
15,000 120,000 007 125,100 5015
£3,400 55 524 359 ]} 524 12,042 20,255 107230 21700
5994308 344818y 2509804 22,300 1,023,604 24,501 464,058 808,851 14,300,793 351072
31,090,000 30,645,000 235,000 82,040,000
23,830,000 BA0,000 4,710.000
T A4 AT A4
A17 B34 1765825 105,713 357,783 28572
1,117,004 JBA0A8 3400 a0 105,450 20 147 A35257, 27740398 200,074
_azsasmay 3210784 547 dad 3400 1,073,883 108 4ty BB7,540 435257 B2AG9 45 206,074
38,820,439 38,685 315 il 352 H 30,08 1 1,264,928 107,203 238 AMITAGS
LERELEL 22,557 519 27,158 201497 1715270 04744 710,320 1040811 ora87. 787 151,150
3447500 2,051,709 45,500 0120.12%
2200125 BS45.2 Saphszs 57,022 w008 500
161,232 161,332
4,454,158 43,298,157 1,504 672 515,051 (A7 4,0t {18,440 2435710 5709578 58,489,160 14,701,245
J44520104 $r3122817 325148130 Jaomis B4 290 Je48200 32,122,002 $16.782 441 109 24 147
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CITY OF ANH ARBOR
STATEMENT OF REVENUES, EXPENSES AND CHANGES W FUND MET ASSETS
PROFPRIETARY FUNDS
For the Year Ended Junp 30, 2006
Busindss-Typa Actviles Gavommenial
Enlerprisa Funds Acdiviling
Waler Sowage Stommwater Hydroalociric
Supply Disposal Parking Gealf Sower Powor Solid Inlomal Servica
System Syslom Systomn Markot Coursus Alepoc Syslem Syslom Wasta Total Funds
Cperating Rovanues:
Charpos for sorvices $19,354,805 510,917,655 $3,056,276 $125,247 $458,218 5719042 $3,730,784 5 822,359 $48,728,292 $30,467,350
Miscollanoous ravonun 2 562
Tetal Opsrating Rovonues 18,354 805 18917,661 1,088 776 125347 ol g li] 719,642 3,730,784 B23 259 48,736,202 AD4B5 540
Qporating Expansos:
Porsonal services 5,618,350 4,491,125 1,764 63,221 561,755 422 508 508,760 2,954,067 14,920,658 4,899,557
Munfcipal eorvleo chargo 531,608 421,704 20,840 140,898 £8,600 35,408 356,232 1,550,828 1,081,436
Information Tochnology charge 542,00 291,848 T.878 22724 28,871 27,665 145,063 1,076,070 548,602
Matorinls and supplios 1832313 T626 12,5717 160,901 39,703 48,547 166,721 2,685,308 826,205
Utiitles 1,427,242 1,120,124 5,644 678 57,008 5549 226,208 2573649 115,446
Insurance 118,160 638,960 72 Aol 81612 1,704 24,360 B02,5904 14,775,855
Cantractual sorvicas 540,999 968,332 B47 8,167 144,246 113,125 2,424,297 4,167,612 265,283
Matnlananca 269,440 130,033 1,187 27165 17,049 17,858 235,137 697,542 177422
Professiona!l feos 1,237,759 GOX, 086 138,310 263,800 176,862 2421823 272,870
Rant 198,150 15,442 3,520 6,761 4313 42t 1,764,025 1,804,240
Miscallanaous 442,82 210,222 840,997 657 £,333 12,632 10,455 26,226 1,560,454 44,024
Cosl of goods aold 1,983,565
Daprociation and rizal 2,645,828 2,601,599 1,638 350 6,269 125361 A2 514 165,208 1,319,748 8,553,302 933,630
Total Oporailng Exponacs 15443 285 12,273,413 2,657 411 424,632 1073848 904 514 1,502,706 8675570 43,805 B11 25,736,254
Oporaling Income (Loss) 2.811,515 0,694 248 408,035 rall {75628} {184,672) 2, 208078 {8,052811) 2,030,481 4753 668
Nencpornling R {Exp %
Inlarns! Incoma 285,041 1,374,009 89,175 "oz 2921 79,857 249,165 2177470 361,967
Mot galn on ratirsmant of capltal assols 22,156 38,192 27AS6 (8,219) 57,555 81,547
Inlerost oxg and fiscal chang {1.438,594) {1,265,208) (1.027.336) {122} {60.455) {53.62) (533) {3.845.851} (17,581}
Loasa charges In leu of Intorost (109} {10%)
Proporty taxes 10,259,700 10,396,700
Total Nesoporating R {Exp ) [1,650,247) 124 894 (938 161) 17.090 [60,455) 251 53,750 10,639,113 84,768,705 425,803
Income [Loss) Belore Tronsfors 1,861,118 6819142 [520,326) 17,005 {135,083) {181,751} 2,204,868 1,586,502 11,748,270 5179589
Trensfors In (Nota 10) 2,002,182 5,192 354,621 300,000 416,672 3,311,877 TI.544
Tranafers out (Noto 10} (2618 211) {5,309.959) (9,238} (524 478) {314,242} (£69,984) (10,448 069} {2456,1681)
Not Transfers In {Out) (1,815.018) [50¥4 T67) 354 024 (9,218} (224 478) (214,242} {251,109} (7,134 212} {1,744,520)
Changos in Mel Assets 246,100 1,744,375 (529,326) 17,805 218,538 {190,589} 2,057,390 (314,242) 1,335,383 4,585,084 3,435,069
Mot Assats = July 1, 2005, 05 rastaieg 44 774 004 71,378.272 25,677 456 791,892 625,686 1,137,265 5,664,672 314,242 15,447,048 165,310,460 11,257,296
Hil Asgots - Juno 30, 2006 $44 520,104 m,1 22847 525|t48|1 a0 saosism S&-«I'&B 594&2_96 ST.?Z?IDBZ 3 51 BITEMH 51 BQ&QS.SZA $1 4.?95355

The accompanying nolos ara an ivfogeal parl of ihe finenchl slal i




Crah Nonw [nem opesatng activities:
Receipts from ous bomerd
Receipte irom knterfund serdoes provided
Prymant to supplios
Pry on behalf of
Payments for interfund senvices waed

Hetcpghp by (bsed inj op 0 At
Cash Noves Froem noneopital narding detvities:
Tramyless n
Translers out
Property tares

Nal cazh prendddad by (1504 Ln) noncagital ndndng scdnities

Cash Nows from capilal and retaled fnancial acthvitles:
Proceeds from sales of bonds and notes
Acquisiten and conslruction of capital assets
Principal padd an rovenun bonds, mabwrises, copial
leases and notss
Interest pakd on bonda, rates, snd capitel leeses
Proceeds from sala of equipment

Net casn provided by (1300 Infcapia and refated Bnanding actvilfcs
Tiah Nows rom Investng acthvities:

Purchasa of investmenl securdles

Sade of krvestment scosites

Intorest and dhidencs on Livestments

Helcash p

by fusedin) Investing aciivs

Net nerpate (decreasa) In cash and cosh oquivalenty
Cash ahd tosh equivilents al begineing of the year

Cazh ond cash equivalents al end of the yoar

{Continwed)
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CITY OF ANH ARBOR
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended Jute 30, 2000
' Buiness-Typa Acthviles Governmenial
Erderpsg Fundy - .
Waler Sewaga L] Hytrodectr
Supply Dispesal Parking Gal Sawor Powor Salid internad Senvice
—_ Sytem Syslom Syttem Markel COEESS Akpon Sygtem Syziem Yipsty Totd F:
$18.280215 3168214 871 43,062,755 $125.360 $1,001.854 SN £3.844,785 H 412204 $45,047,51 320,444,252
202,768 60,034 A53,402 2.0
(9,508,125) {5.022,825) .010.203) (52,50) (250.312) {#d2.200 {344,455} {5.707.768) (20,545,243) [.472.501)
(5.478,733) {4,454, 675) (32,660} (571,808) [428,081) (82,743} {2.806,509) (15.007,200) [4.534.971)
11380.431] 5539 .53 (220 106) (740} {704,205} 13,501,558 {1,105 237)
4,181,848 8,130,165 2,050,131 g5 (155,578} 1170,820) 1,708,301 FH11477) 7,828,501 1,378
2,002,592 250 54,621 300,000 410872 a7 1840
A.818.211) (5.309,050) (@218} {524,478} (314,242) (a9 BAt) (10,446,080) (2,450,101}
10,009,700 10208700,
{1,515,010} 5,078 787} 354,821 (8218} 4478 {34,242) 10,148,561 3.205.400 [1,744,520)
105,301 021,254 1,020,645
S0y (4,808,850) (530,003} (FOBEIY) (11,240.500) HOGTA1R)
3,125,000} 1.515,000] {1.804,05) [138.580) (284,550} {7.028,13¢8)
1.274,584) (1.272.508) (1.083.453) nz) {50,803) [52,505) (=3 [@.744,508)

2,157 11,888 27,958 1,081 70870 121,010
16,383,860} [8.748.4651 L7508 1221 11902430 {BA0,055) o7 A0S (30,515, 776) {036,404
{52083, 852} (16,282 645} ns (20,545,087)

4.277,003 18,008,415 1,257,000 21.910,208
357,115 1,329,041 agrs 17212 2001 70,857 248,105 210757 361,567
THEST 1,090, 50F 1385175 12 - 2921 70857 249,503 3,098,092 341,087
63T (20002206} 380,850 53405 {604} {165 528 700585 (4242} 1,770,132 (B.724,385) [641,058)
12,254 001 A0 083 TTA 1,052 240 ABT 50U 20502 231,500 2000457 Md 242 5409.878 04,385 47 13,178425
$ 5306718 3 wanasss 3 2ou008 5 50000 3 b 345672 $.3540042 3 T.2716,010 H 5?|ssiloa|' 3 lanary
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CITY OF ANH AREDR
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended June 34, 2008
{Conctudad)
Buslness-Typs Activities Governmenial
Enterprita Funds Actvitey
Weawe Sowagn StoTvaler Hytroeloctric
Suppty Dispozal Paridog Golf Sowtr Powes Sodid tniemnal Service
Svitern Syghem tpriat ke L] Mrpon Systom YAt Winsto Tl Funds
Reconciistion of opersting Incoma (lss) o net cash
rided by {used In} operating activil
Het operdng neome {liss) $ 201518 8,004,248 5 DS IS EAL] $ (smy $ TN 3 220,078 H $ 0052411 5 250431 $H.130,105
Adh L] fle op g Income (i) ko nel cash
P by {uzad In} op g Dl
Depredation s amozaion 2540820 2,001,599 1 ¥ -] 125,31 42511 189,306 1A10.748 5,553,302 w350
tor {18,833} 15 (7.070) ny 2] 2211} (456} 10,769 {23,504) 12110
[incrossa) d In assets soud { ) in
Acounks recatvabla 40,954} {T02,505) 7,070 » 4,030 e {115.509) {204,042) {1.062,608) (57.106)
T from other hunds. 48250 firp X1 Ro91) {48,002 i1 (18,830} 4T 167,648 [380.722)
Inverdoey {100,473} [2.867) 875 (05.3a5) n2
Prepakd lema 99,535 a4,529 104 685 8282 e2a7 2 35,41 25537 (420,344)
Acouns payable 15787 {842,001) [{E8}] LT 18510} 18,581 AL X-rs ] (438,509 179,840
A d comp 71514} 11,005 1 10,674 |0.820) (43.228) 7,056 {3.848) 10454
Estimaled clalms pryabla (009271
Accrond Coblites (87,21} 25515 N 25474 120827 7584} (32,858) {30588) (11518} ATS0
Due W nthe funds, {2,118} [AT9.550) L3.F (3542} (eamn 220 {685,438} 15 040 {2135974) (7078
Deposis 42,805 {987} 13 ALTS
Net pxsh provided by (used tn) operating activit 54150048 8,110,155 3 2050191 IS5 £ 155678 3 {179,529 § 1,70 H 5. g811477) 5 726681 3 1371701

Tha sccampanying notos 8o an integral part of B financial sexlomants,




CITY OF ANN ARBOR
FIDUCIARY FUNDS

STATEMENT OF FIDUCIARY NET ASSETS

June 30, 2006

ASSETS
Cash
Equity in pooled cash and invesimenis {Nole 4)
Invesiments, at falr value (Note 4)
Shod term investments
U.5. Govemment gbllgatlans
Guaranteed invesimen! conlracls
Callateralized Mortgage Obligations
Domestic corporate bonds
Domestic stocks
Real Eslate-Direct & funds
Accrued interest and dividends
Due from other govemments
Property, plant & equipment {net of deprecialion of 523,463}

Twotal Assets

LIABILITIES
Accounis payable
Due to other governments
Deposits

Total Lieblilies

NET ASSETS
Held in Trust for Penslon Benefits and Other Purposes

The accompanying noles are an integral perl of the financial statements.
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Employees'
Benafit Agancy
Trust Funds Funds
51,284,706 $936,696
1,554
7,766,844
36,243,383
12,420,020
14,967,711
45,703,983
253,660,050
47,985,608
928,780
344,710
3,351
$461,320,700 $936,696
2,388,974 757,631
114,004
G67.864
2,388,974 5936,696

__StspesiTe



CITY OF ANN ARBOR
FIDUCIARY FUNDS
STATEMENT QOF CHANGES IN FIDUCIARY NET ASSETS
For the Year Ended Jutie 30, 2006

ADDITIONS
Investmant income:
Ne! realized and unrealized appreciation
in fair value of invastments
Intarest
Dividends
Tolal invesiment incoma
Less invastment expense
Net Investmant income
Contribullens:
Employer
Plan member
Tetal contributions
Tatal additions
CEDUCTIONS
Benefils
Refund of contributions
Administrativa expanse
Tota! daductions
Change in net asse'ls

Net assats held in trust for benefits at beginning of year

Net assats held in trust for benefils at end of year

The accompanying notas are an integral part of the financial stalements.

Total
Employee

Retirament Funds

$2G,947,537
11,648,671
4,072,337
45,668,545

1,828.604

43,739,841

9,963,552
2,951,544

12,915,096

56,655,037

—_—

22,567,344
611,444
7,527,464
30,706,252

25,948,785

432,982 941

3458,931,726

—_——
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CITY OF ANN ARBOR

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2006

FINANCIAL REPORTING ENTITY

The City of Ann Arbor, Michigan (the City) was incorporated in 1851. On April 8, 1856, a City Charter (home rule) was ratified by electors in accordance with
Michigan law. The City operates under a Council-Ad ministrator form of government and provides the following services as authorized by its charter: public safety
(palice, fire, and building inspection), traffic contro! and street maintenance, refuse collection, water and wastewater, parks and recreation, public improvements,
planning and zoning, airport, urban redevelopment and housing, golf courses, and general administrative services. The City’s population is approximately
114,328 people within an area of 28.6 square miles. The component units discussed below are included in the City's financial reporting entity because of the
significance of their operational or financial relationships with the City. In accordance with generally accepted accounting principles and Governmental
Accounting Standards Board (GASB) Statement No. 14, “The Financial Reporting Entity," (as amended by GASB Statement No. 39), these financial statements
present the City (the primary government) and its component units. The criteria established by the GASB for determining the reporting entity includes financial
accountabllity and whether the financial statements would be misleading if data were not included.

Blended Component Unit. The Ann Arbor Building Authority is presented as a blended component unit. Commissioners of the Authority are appointed by the
Mayor and confirmed by City Councll. Although itis legally separate from the City, the Authority is reported as if it were part of the primary government because
its sole purpose Is to issue revenue bonds to finance major capital constructicn by the City.

Discretely Presented Component Units. The Component Unit columns in the government-wide financial statements include the financial data of the City's
other Component Units. They are reported in separate columns to emphasize that they are legally separate from the City. The fallowing Component Units are
included in the reporting entity because the primary government is financiafly accountable and is able to impose its will on the organization.

Downtown Development Authority (DDA}, The DDA was created to finance rehabilitation and redevelopment in the downtown area. Comrmissioners of
the DDA are appointed by the Mayor and approved by City Council. Development plans are approved by Council and Council must approve all
modifications to the plan. The DDA's primary source of funding is Tax Increment Financing revenues. Bonds securad by those revenues are issued by
the City on behalf of the DDA, which does not have the ability to issue debt. During the fiscal year, the DDA gave $2 million to the City as part of an
agreement between the City and DDA. Also, during the fiscal year the DDA transferred $5.2 million for debt service payments and other transfers for
maintenance. The DDA issues separate audited financial statements.

Ann Arbor Housing Commigsion. The Housing Commission was created to provide low-income housing for City residents. Commissioners of the
Housing Commission are appointed by the Mayor and approved by City Council. City Council is notified of all grant applications and any changes to
contracts with the Department of Housing and Urban Development, the Commission's primary funding source. The Commission maintains its own
accounting records and bank accounts. The City provides iimited, spectal purpose financial support to the Commission, subject to request and Council
approval, and is contingently liable for its debt. The Housing Comwmission issues separate audited financial statements.

SmartZone Lacal Devetopment Finance Authority (SmartZone LDFA), The SmartZone LDFA was established in accordance with the autherity granted
under Public Act 248 of 2000 respectively by the cities of Ann Arbor and Ypsilanti in June 2002 to encourage high tech business investment within the
boundaries of the SmartZone, comprising portions of City of Ann Arbor and the City of Ypsilanti, and the funding of the SmartZone through a Local
Development Financing Authority.
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NOTES TO FINANCIAL STATEMENTS (Continued}

FINANCIAL REPORTING ENTITY (Conciuded)

Separate combining statements for the discretely presented Component Units are not presented as each Component Unit is shown as a separate column on the
government wide financial statements. Complete financial statements of the individual Compenent Units can be requested frem the City of Ann Arbor Finance
Department,

Related Organizations. The Ann Arbor Transportation Authority (AATA) and the Ann Arbor Economic Development Corporation {EDC}), are notincluded in the
financial reporting entity. The members of the governing board of each are appainted by the Mayor and confirmed by the City Council, but the City's
accountability for these organizations does not extend beyond making the appointments. The EDC, whose purpose is to foster business development within the
City, and which has issued bonds bearing the City's tax-exempt status (for which the City is not contingentiy liable), had, as of June 30, 2008, assets and a fund
balance of $13,897.

DESCRIPTION OF CITY OPERATIONS AND FUND TYPES

The accounts of the City are organized on the basis of funds, each of which is considered a separate accounting entity. The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets, liabilitles, fund equity, revenues, and expenditures or expenses, as
appropriate. Governmental Accounting Standards Board Statement #34, (hereafter known as GASB #34) sets forth minimum criteria {percentage of the assets,
liabilities, revenues or expendituresfexpenses of either fund category or the governmental and enterprise combined) for the determination of major funds. The
non-major funds are combined in a eolumn in the fund financial statements and detailed in the combining section. The City reports the following major funds:

Governmental Funds.

General Fund. This fund is the general operating fund of the City; it is used to account for all financial resources not required to be accounted for in another fund.
Maintenance Facility Fund, This fund is used to account for revenues expended for the construction of a new vehicle maintenance facility.

Open Space and Parkland Preservation Millage Fund. This fund is used to aceount for funds derived from property tax millage and bond proceeds earmarked for
parks acquisition and development rights for open space.

Proprietary Funds.

Water Supply System - To account for the provision of treated water of the City and some township residents.

Sewage Disposal System - To account for the collection and treatment of the sewage of the City and some township residents.
Parking System - To account for the operations of the City's parking structures, lots and meters.

Market - To account for the costs of operating the City's Farmers' Market.

Golf Courses - To account for the operation of the City's two 18-hole golf courses.

Airport - To account for the operation of the City’s airport including the rental of hangars and tie-down space.

Stormwater Sewer System - To account for the collection and disposal of the City's stormwater.

Solid Waste- To account for the collection and disposa! of the City's salid waste and recycling, _

Hydroelectric Power System - To account for sale of power from two City power generation dams. This fund was closed, July 1, 2005,
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NOTES TC FINANCIAL STATEMENTS {Continued)

DESCRIPTION OF CITY OPERATIONS AND FUND TYPES (Concluded)

Non-Current Governmental Assets/Liabilities: GASB Statement #34 eliminates the presentation of Account Groups, but provides for these records to be
maintained and incorporates the information into the governmental activities column in the government-wide Statement of Net Assets.

Other Fund Types:

Internal Service Funds. These funds are used to account for goods or services provided by the Central Stores, Fieet Services, Information Technology, Project
Management, Insurance, or Park Headquarters to service areas of the City, or to other governments, on a cost-reimbursement basis.

Employee Retirement/Benefits Funds. To account for the accumulation of resources to be used for retirement pension and annuity payments. Resources are
contributed by employees at rates fixed by law and by the City at amaunts determined by an annual actuarial study.

Permanent Fund. To account for monies provided by a private bequest to finance tree planting and maintenance for the Elizabeth Dean Fund. The principal
amount of the bequest is to remain intact and invested. Investment earnings are used for the above stated purposes.

Agency Funds. These funds are used to account for assets held by the City as an agent for individuals, private organizations, or other governments. Agency
funds are, by nature, custodial; therefore, operation results are not measured. Such funds include: Current Tax, Delinquent Tax, Contractor's Retainage and
Fifteenth District Court.

SIGNIFICANT ACCOUNTING POLICIES

Government-Wide and Fund Financial Statements. The basic financial statements include both government-wide (based on the City as a whole) and fund
financial statements. While the previous financial reporting model emphasized fund types {the total of all funds of a particular type), in the new financial reporting
model the focus is on either the City as a whole, or major individual funds {within the fund financial statements). Both the govermment-wide ang fund financial
statemnents {within the basic financial statements) categorize primary activities as either governmental or business-type. In the government-wide Statement of
Net Assets, both the governmental and business-type activities columns (a) are presented on a consolidated basis by column, (b) and are reflected, on a full
accrual basis, using the economic resource measurement focus, which incorporates long-term assets and receivables as well as long-term debt and obligations.

The government-wide Statement of Activities reflects both the gross and net costs per functional category (Police, Fire, Public Services, etc.), which are
otherwise being supported by general government revenues {property taxes, certain intergovernmental revenues, etc.). The Statement of Activities reduces
gross expenses (including depreciation) by related program revenues, operating and capital grants. The program revenues must be directly associated with the -
function (Police, Fire, Public Services, etc.) or a business-type activity. The operating grants include operating-specific and discretionary (either operating or
capital) grants while the capital grants column reflects capital-specific grants, Amounts reported as program revenue include 1) charges for services, 2) federal
and state operating grants, and 3) special assessments.
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NOTES TO FINANCIAL STATEMENTS {Continued}

SIGNIFICANT ACCOUNTING POLICIES (Continued)

The net cost {by function or business-type activity} is normally cavered by general revenue (property taxes, intergovernmental revenues, interest income, etc.).
Historically, the previous financial reporting mode! did not summarize or present net cost by function or acfivity.

The City does not currently employ an indirect cost allocation system. An administrative service fee is charged by the General Fund to the other operating funds,
that is eliminated fike a reimbursement {reducing the revenue and expense in the General Fund), to address administrative services (finance, personnel,
purchasing, legal, etc.) provided.

This government-wide focus is more on the sustainability of the City as an entity and the change in aggregate financial position resulting from the activities of the
fiscal period. The fund financial statements are, in substance, very similar to the financial statements presented in the previous financial reporting model.
Emphasis here is on the major funds in either the governmental or business-type categories. Non-major funds {by category) are summarized into a single
column.

The major governmental funds in the fund financial statements are presented on a current financial resource and madified accrual basis of accounting. This is
the manner in which these funds are narmally budgeted. This presentation is deemed most appropriate fo {a) demonstrate legal 2nd covenant compliance, (b)
demonstrate the source and use of liquid resources, and (c) demonstrate how the City’s actual experience conforms to the budget fiscal plan. Since the
governmental fund statements are presented on a different measurement facus and basis of accounting than the government-wide statements' governmental
activities column, a recongiliation is presented on the page following each statement, which briefly explains the adjustment necessary to transform the fund based
financial statements into the governmental activities column of the government-wide presentation,

Internal service funds of the City (which provide services primarily to other funds of the City) are presented, in summary form, as part of the proprietary fund
financiat statement. Since the principal users of the internal services are the City's governmental activities, financial statements of internal service funds are
consolidated into the governmental activities column when presented at the government-wide level. The costs of these services are allocated to the appropriate
iunctional activity (Police, Fire, Public Services, etc.).

When appropriate, surplus or deficits in the Internal Service funds may be allocated back to customers at the entity-wide Statement of Activities.

The City's’ fiduciary funds (which have been redefined and narrowed in scope) are presented in the fund financial statements by type (pansion and agency).
Since, by definition, these assets are being held for the benefit of a third party (other legal governments, private parties, pension participants, etc.) and cannot be
used to address activities or obligations of the government, these funds are not incorporated into the government-wide statements.

The focus of the Statement #34 model is on the City as a whole and the fund financial statements. The focus of the Fund Financial Statements is on the major
individual funds of the governmental and business-type categories, as well as the fiduciary presentation, and the statements provide valuable information that can
be analyzed and compared {between years and befween governments) to enhance the usefuiness of the information.
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NOTES TO FINANCIAL STATEMENTS (Continued)

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting. The modified accrual basis of accounting is used by all governmental fund types. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual {i.e. when they baecome both measurable and available), Measurable means the amount of the transaction
can be determined and available means collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period. Major
sources of revenue constdered susceptible to acerual are community developrent grants, state shared revenues and grants, delinquent property taxes collected
during the fiscal year or within a period of 60 days thereafter, and interest on investments.

Expenditures are recorded when the related fund liability is incurred. Principal and interest on general fong-term debt are recorded as fund liabilities when due or
when amounts have been accumulated in the debt service fund for payments to be made early in the following year. The government-wide financial statements
and the proprietary, fiduciary and component unit financial statements are presented on an accrual basis of accounting. The governmental funds in the fund
financial staternents are presented on a modified accrual basis.

In applying the “susceptible to accrual” concept to intergavernmental revenues pursuant to GASB Statement #33 (the City may act as either provider or recipient),
the provider should recognize liabilities and expenses and the recipient should recognize receivables and revenue when the applicable eligibility requirements
including time requirements, are met. Resources transmitted before the eligibility requirements are met, sheuld, under most circumstances, be reported as
advances by the provider and deferred revenue by the recipient,

The City reports deferred revenue on its balance sheet. Deferred revenues arise when a potential revenue does not meet both the measurable and available
criteria for recognition in the current period. Deferred revenues also arise when resources are received by the government before it has a legal claim to them, as
when grant monies are received before qualifying expenditures are incurred. In subsequent periods, when both revenue recognition criteria are met, or when the
City has a legal claim to the resources, the liability for deferred revenue is removed from the balance sheet and revenue is recognized.

The measurement focus of the governmental funds is based on determination of financial position and changes in financial position (sources, uses, and balances
of financial resources) rather than net income determination.

The Enterprise and Fiduciary Funds are maintained on the accrual basis. These Funds’ revenues are recognized when earned, and expenses recorded when
incurred. Unbilled Water and Sewer Fund utility service provided is recorded as receivables and revenue at year-end. The measurement focus for enterprise
funds is based on cost of service and maintenance of capital. Enterprise funds follow Generally Accepted Accounting Principles {GAAP) prescribed by the
Governmental Accounting Standards Board (GASB) and all Financial Accounting Standards Board standards issued prior to November 30, 1989, The City also
has the option of following subsequent private-sector guidance for business-type activities and enterprise funds to the extent that the guidance does not
contradict guidance of the GASB. The City has elected not fo follow subsequent private-sectar guidance.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Budgetary Accounting Controls. The City Administrater is required by City Charter to prepare and submit an annual budget to City Council. A budget is
prepared for the General Fund, and Special Revenue Funds. These budgets are prepared on the modified accrual basis and are adopted by City Council as
required by the State of Michigan. Budgetary control is maintained at the departmental level for the General Fund. The City Administrator is authorized to
transfer budgeted amounts within the Generai Fund departments. Budgetary control for the Special Revenue Funds is maintained at the fund level. Revisions to
a department total of the General Fund or to the fund total of a Specidl Revenue Fund must be approved by City Council; some supplemental budgetary
appropriations, of immaterial size, were necessary during the fiscat year. At the close of each year, the unencumbered balance of each appropriation reverts to
the respective fund fram which it was appropriated-and becomes subject to future appropriations. Any outstanding encumbrances are carried forward to the
succeeding fiscat year. Enterprise, Internal Service, and Pension Trust Funds also have legally adopted budgets. Two Special Revenue Funds do not have a
legally adopted budget — Parks Maintenance and Repair Millage, as it was expected o have expended the remaining fund balance during the prior year, and
Local Forfeiture as the new fund was required at the end of the fiscal year. .

Investments. Invesiments are stated at fair value in accordance with GASB Statement No. 31 , Accounting and Financial Reporting for Certain Investments and
for External Investment Pools.

Receivables and Payables, Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal year are
referred to as either “due toffrom other funds™ {i.e., the current portion of interfund loans) or “advances toffrom other funds” (i.e., the non-current portion of
interfund loans). All other outstanding balances between funds are reported as "due toffrom other funds." Any residual balances outstanding between the
governmental activities and business-type activities are reported in the government-wide financial statements as “irternal balances". Interfund balances at year-
end relate 1o items accrued after year-end related to interfund transfers. These items are repaid immediately in the new year.

Inventories. Inventories of materials and supplies are stated at cost using the first-in, first-out method. The cost is accounted for as an expenditure in
governmental funds and an expense in the proprietary funds at the time inventories are used.

Capital Assets. Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., road, bridges, stdewalks, and similar items), are
reported in the applicable governmental or business-type activities columns in the government-wide financial statements. Capital assets are defined by the
government as assets with an inittal, individual cost of more than $2,500 and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair valve at the date of donation.

The costs of normal maintenance and repairs that do not add ta the value of the asset or materially extend assets lives are not capitalized. Major outiays for
capital assets and improvements are capitalized as projects are constructed. Interest incurred during the construction phase of capital assets of business-type
activities, if any, is included as part of the capitalized value of the assets constructed. No such interest expense was incurred during the current fiscal year.

Capital assets of the primary government are depreciated using the straight line method over the following esfimated useful lives:

Type : Years
Structures and improvements 40-50
Improvements other than buildings 20-99
Machinery, equipment and vehicles 3-15

Infrastructura 15-25
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SIGNIFICANT ACCOUNTING POLICIES {Continued)

Encumbrances. Encumbrances represent commitments related to unperformed contracts for goods or services. Encumbrance accounting {under which
purchase orders, contracts and other commitments for the expenditure of resources are recorded to reserve that portion of the applicable apprepriation) is ubilized
in the governmental funds. Encumbrances outstanding at year-end are reported as reservations of fund balances and do not constitute expenditures or liabilities
because the commitments will be honored during the subsequent year.

Compensated Absences. The City accrues vacation pay, compensatory time off, severance pay for sick leave, and any salary-related payments for these
compensated absences in accordance with GASB Statement No. 16, Accounting for Compensated Absences. The current obligations of all funds and the long-
term obligations of Proprietary Funds are recorded in the respective funds. City employees are granted vacation time based on length of service. Most
employees have the option of receiving compensatory time off in lieu of pay for overtime warked up to 120 hours. Sick pay is earned at the rate of one day per
month, and unused sick days may be accumulated without limitation. An employee is paid, in most cases, a maximum 980 unused sick hours and the total of
any remaining accumulated hours upon retirement or death. City policy provides for payment of unused vacation and compensatory time off, but not unused sick
hours, to terminated employees. Paid time off that is expected to be liquidated with expendable available financial resources is reported as an expenditure and a
fund liability of the governmental fund that will pay it. Paid time off is accrued when incurred in proprietary funds and reported as a liability. For all funds, the
current portion is the amount estimated to be used in the following year. In accordance with GAAP, for the governmental funds, in the Fund Financial
Statements, the non-current portion of the compensated absences are considered long-term and therefore, are not a fund liability and represents a reconciling
item between the fund level and government-wide presentations. in addition to the Proprietary Funds, the General Fund, and several nonmajor special revenue
funds have been used to liguidate the liabitity for compensated absences.

Interfund Transactions. During the course of normal operations the City has numerous transactions between funds, including expenditures and {ransfers of
resources to provide services, construct assets, and service debt. The basic financial statements generally record such transactions as operating transfers.

Operating subsidies are also recorded as transfers. Internal Service Funds are used to record charges for services to all City service areas and funds as
operating revenue for the services provided. All City funds record payments to the Internal Service Funds as operating expenditures.

Certain funds remit payments for municipal service charges in lieu of taxes to the General Fund based on a pro rata share of general administrative overhead of
the City government. Payments are recorded as revenue in the General Fund and as operating expense in Enterprise Funds.

Self Insurance. The City is self-insured for property, casualty, and employee benefit coverage. Costs of actual claims and estimated incurred but not reported
claims, less any excess insurance coverage, are expensed in the Insurance Internal Service Fund at the time the liability is estimated.

Reserves and Designations. In the fund financial statements, reserves indicate portions of fund equity not appropriable for expenditures and/or legally
segregated for a specific future use. Deslgnations indicate tentative plans for financial resource utilization in a future period. Such plans are subject to change,
and may never be legally authorized or result in expenditures. When both restricted and unrestricted resources are available for use, itis the government's policy
to use restricted resources first, then unrestricted resources as they are needed.

Grants and Other Intergovernmental Revenues. Federal grants and assistance awards made on the basis of entittement periods are recorded as
intergovernmental receivables and revenues when entitlement occurs. All other grants are recorded as intergovernmental receivables and revenues when the
related expenditures are incurred.
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SIGNIFICANT ACCOUNTING POLICIES {Concluded)

Statements of Cash Flows. The City presents Statements of Cash Flows for alt proprietary fund types. These statements, which have been prepared utilizing
the direct method, analyze the net increase or decrease in cash/cash equivalents by source. For purposes of the statement of cash flows, the City considers all
highly liquld investments purchased with an criginal maturity of three months or less and the deposits in the investment funds to be cash equivalents.

Use of Estimates. The prepa'ration of financial statementis in conforrnity with geherally accepted accounting principles requires management to make significant
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates.

Operating Revenues and Expenses. Proprietary funds distinguish operating revenue and expenses from nonoperating revenue and expenses. Operating
revenues and expenses generally result from providing services and praducing and delivering goods in connection with a proprietary fund's ongoing operations.
The principal operating revenues of the City's enterprise and internal service funds are charges for services. The City also recognizes as operating revenue the
portion of tap fees intended to recover the cost of connecting new customers to the system. Operating expenses for the enterprise and internal service funds
include the cost of sales and service, administrative expenses and depreciation on capital assets. All revenue and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

EQUITY IN POOLED CASH AND INVESTMENTS

The City maintains an investment pool for all City funds. Each fund's portion of the investment pool is displayed on the balance shest as "Equity in Pooled Cash
and Investments.” The Consolidated Investment Fund is eliminated for financial reporting purposes. In addition, the cash resources of the Pension Trust Fund
and certain other funds are invested separately. The following is a reconciliation of deposit and investment balances {including both pooled cash and
investments as well as pension trust fund balances) as of June 30, 2006:

Investments
Equity in pooled
Cash cash and investments  invesiments
Governmental activities $4,030,726 $85,367,515 $45,360,551
Business-type activities 6,818,786 ; 50,842,295 11,942,970
Component units 1,558,326 359,213 18,062,405
Fiduciary funds . . 2,221,402 1,554 458,757,599
Totals $14,629,240 $136,570,577 $534,123,525

Total Equity in Pooled Cash and Investments .
and Investments __ $670,604,102
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4, EQUITY IN POOLED CASH AND INVESTMENTS (continued)

U. S. Government Agencies ' $95,670,114
U. S. Treasury Bonds & Notes 100,617 117
Corporate Bonds and Notes . 45,703,983
Commercial Paper 6,014,780
Repurchase Agreements ' 38,729,187
Bomestic Stocks 293,660,050
Guaranteed Investment Contracts 12,420,020
Real Estate Participation Interest _ 47,995,608
Collateralized Mortgage Obligations 14,867,711

Total $655,778,570
Mutual Funds - unclassified as to risk 14,915,532
Total Investments : $670,694,102

Custodial Credit Risk for Deposits. For deposits, custodial credit risk is the risk that in the event of a bank failure, the City's deposits may not be returned to
the government. At year end, the carrying amount of the City's deposits, including component units was $14,629,240 and the bank balance was $16,189,653. Of
the bank balance, $355,290 was covered by federal depository insurance. The remaining $15,834,363 was exposed to custodial credit risk as it was uninsured
and uncallateralized. :

The City's invesiment policy does not specifically address this risk, although the City believes that due to the dollar amounts of cash deposits and the limits of
FDIC insurance, it is impractical to insure all bank deposits. As a result, the City evaluates each financial institution with which it deposits City funds and assesses
the level of risk of each institution; only those institutions with an acceptable estimated risk level are used as depositories.

investments. Michigan statutes and City policy authorize the City to invest in abligations of the U. S. Treasury, where interest and principal are backed by the full
faith and credit of the U.8. Government {including GNMA), commercial paper (rated at the time of purchase by at least two of the major rating agencies within
ane of their two h:ghest ratings), bankers acceptances, repurchase agreements, bank investment pools and the State Treasurer's Investment Pool. Pension fund
investment policy is governed by the Pension Trustees and makes additional allowances for investments in equities, long-term securities and other securities of
relatively higher risk.

Custodial Gredit Risk for Investments. For investments, custodial credit risk is the risk that, in the event of the failure of the counterparty, the City will not be
able to recover the value of its investments or collateral securities that are Iin the possession of an outside party. The City's investment policy requires that
investment securities be held in third-party safekeeping by a designated institution and that the safekeeping agent follow the procedure of delivery vs. payment
As of June 30, 2008, none of the City's investments, excluding the mutual funds which are not subject to custodial credit risk, were exposed to risk since the
securities are held in the City's name by the counterparty.
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4, EQUITY IN POOLED CASH AND INVESTMENTS (continued)
Credit Risk. As of June 30, 20086, all of the City's investments in securities of U.S. agencies were rated AAA by Standard & Poor's and Aaa by Moody's.
Investments in commercial paper were rated A-1+ by Standard & Poor's and P1 by Moody’s. The City also held investments in U.S. treasuries and money

market mutual funds, which are not rated. All of the City's investments comply with its policy regarding the types of investments it may haold.

Concentration of Credit Risk. At June 30, 2006, the investment portfolio was concentrated as follows:

Investment Type . lssuer % Of Portfolio
U.S. Treasuries 54.86%
U.S. Agencies Federal National Mortgage Asscciation 12.51%
Federal Home Loan Bank 8.04%
Federal Home Loan Mortgage Corporation 9.76%
Federal Farm Credit Bank 3.60%
Commercial Paper ' Barton Capital 1.38%
Repurchase Agreements Morgan Stanley ' 4.87%
Cash and Cash Eqguivalents 4.91%
Certificates of Deposit Bank of Ann Arbor 0.07%

The City's investment policy states that the amount of investments in Repurchase Agreements and U.S. Treasury securities shali at no fime be less than 50% of
the total portfolio and there shall be no maximum limits on these investments. The balance will not exceed the following maximum limits in each of the categories
listed below as a percentage of the fotal portfolio.
35% in Instrumentality Securities
50% in Commercial Paper
30% in Bankers Acceptances
20% in FDIC insured Certificates of Deposit
30% in Meney Market Mutual Funds
10% in Investment Pools
10% in Joint Interlocal Investment Ventures

No more than 5% of the total portfolic shalf be invested in any one issuer of commercial paper or bankers' acceptances.
Interest Rate Risk. As of June 30, 2006, maturities of the City's debt securities were as follows:

City Investments

Fair Value Weighted Average Maturily
U, 8. Government Agencies $57,065,665 0.94 -1.99 years
. S, Treasury Bonds & Notes 87,291,532 0.73 -1.08 years
Commercial Paper 6,014,780 0.03-0.17 years
Repurchase Agreements 38,729,187

Total $189,101,164
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EQUITY IN POOLED CASH AND INVESTMENTS (Continued)
Of the above balances, $40,180,143 of U.S. agencies securities were caltable.
To the extent possible, the Treasurer shall match investments with anticipated cash flow requirements. Unless matched to a specific cash flow liabitity and

approved by the Chief Financial Officer in writing the City will not invest in securities maturing more than seven years from the date of purchase, and the weighted
average maturity of the portfolio shall not exceed 3.5 years. The City shall maintain at least 10% of its total portfolio in instruments maturing i_n 90 days or less.

PENSION TRUST FUNDS

The City of Ann Arbor’s Employees’ Retirement System trust funds (the “trust funds” or the “System”} deposits and investments are maintained separately from
the City’s pooled cash and investments, and are subject to separate investment policies and state statutes. Accordingly, the required disclosures for the System's
deposits and investments are presented separately.

Deposits - The System does not maintain any checking or other demanditime deposit accounts. Amounts reported as ¢ash and cash equivalents in the
statement of plan net assets are composed entirely of short-term investments in money market accounts,

Investments - The Michigan Public Employees Retirement Systems' Investment Act, Public Act 314 of 1965, as amended, authorizes the System to investin
stocks, government and corporate securities, mortgages, real estate, and various other investment instruments, subject to certain limitations. The Retirement
Board has the responsibility and authority to oversee the investment portfolio. Various professional investment managers are contracted to assist in managing the
System’s assets. All investment decisions are subject to Michigan law and the investment policy established by the Retirement Board.

The Systern’s investments are held in a bank-administered trust fund. Following is a summary of the System's investments as of June 30, 2006:

L. 8. Government Agencies $13,325,585
U. 8. Treasury Bonds : 22917798
Domestic Corporate Bonds 45,703,983
Domestic Stocks 293,660,060
Guaranteed Investment Contracts 12,420,020
Real Estate Paricipation Interest 47,995,608
Collateralized Mortgage Obligations 14,967,711

Total $450,990,755
Mutual Funds - unclassified as to risk 7,766,844

Total Investments $458,757,599
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4. EQUITY IN POOLED CASH AND INVESTMENTS (Continuéd)
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Credit Risk. The System'’s investment policy provides that its investments in fixed income securities be limited to those rated investment grade by a nationally
recognized statistical rating organization. As of June 30, 2008, the System’s investments in securities of U.S. agencies were all rated AAA by Standard & Poor's,
The System’s investments in corporate securities were rated by Standard & Poor's as follows:

Pension Investments
ABA
AA
A
BBB
BB
B
not rated

11,671,590
1,066,967
8,477,500
7,147,158

583,006
366,351
578474

$29,89M1,136

Custodial Credit Risk. For investments, custodial credit risk is the risk that, in the event of the failure of the counterparty, the System will not be able to recover
the value of its investments or collateral securities that are in the possession of an outside party. The System’s investment policy requires that investment
securities be held In trust by a third-party institution in the System’s name. As such, aithough uninsured and unregistered, the System’s investments are not
exposed to custedial credit risk since the securities are held by the counterparty’s trust department in the System's name. Short-term investments in money

market funds are not subject to custodial credit risk.

Concentration of Credit Risk. The System’s investment policy requires that the securities of any one company or government agency should not exceed 5% of
the total fund and no more than 30% of the total fund should be invested in any one industry.

Interest Rate Risk. As of June 30, 2006, maturities of the System’s debt securities were as follows:

U.S. treasuries

U.S. agencies

-Corporate bonds

Domestic corporate securities
Total debt securities

Portfolio weighted average maturity

Fair Value

Woeaighted Average
Maturity (in years)

$22,917,798
13,325,585
29,891,136
14,967,711

$81,102,230

5.28
3.61
5.86
2.34

4.27
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EQUITY IN POOLED CASH AND INVESTMENTS {Continued)
COMPONENT UNITS

Deposits and investments

Custadial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure, the DDA's deposits may not be returned. State law does not
require and the DDA does not have a policy for deposit custodial credit risk. As of year end, $199,856 of the DDA's bank balance of $353,289 was exposed to
custodial credit risk because it was uninsured and uncollateralized. Far the deposits held at the City of Ann Arbor, it is impossible to determine custodial credit
risk since the DDA's deposits are pooled with other City deposits.

Cuslodial Credit Risk — Investment. Following is a summary of the DDA's investments as of June 30, 2006:

U.8. Government Agencies $ 15,686,651
Mutual funds—unclassified as fo risk 2,375 754
Total 5 18,062,405

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the DDA wili not be able to recover the value of its
investments or collateral securities that are in the possession of an cutside party. State [aw does not require and the DDA does not have a policy for investment
custodial credit risk. $2,375,754 of the investments listed abave are unclassified as to custodial credit risk as the invested amount is part of an investment pool.
$15,686,651 of the investments above are uninsured and unregistered, with securities held by the agent in the Authority's name.

Inferest Rate Risk. State law limits the allowable investments and the maturities of some of the allowable investments as identified in the list of investments
above. The DDA does not have an investment policy that sets specific limits in excess of state law on investment maturities as a means of managing its exposure
to fair value losses arising from increasing interest rates. For the U.S. Government Agencies investments, the total amount of $15,686,651 has a maturity of one
to five years. None of the other investments are subject to investment rate risk.

Credit Risk. State |law limits investments to specific government securities, certificates of deposits and bank accounts with qualified financial institutions,

commercial paper with specific maximum maturities and ratings when purchased, bankers acceptances of specific financial institutions, qualified mutual funds

and qualified external investment pools as identified in the list of authorized investments above. The DDA does not have an investment policy that sets specific

Ilgmits in excess of state law on investment credit risk. As of June 30, 2008, all of the investments in U.S. Government Agencies were rated AAA by Standard &
aor's.

Concentration of Credit Risk, State taw limits allowable invesiments but does not fimit concentration of credit risk as identified in the list of authorized investments
above. The DDA does not have an investment policy that limits concentration of credit risk. All investments held at year- end are reported above. At June 30,
20086, 87% of the DDA's investments were concentrated in U.S. Government Agencies.
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B. INTERFUND RECEIVABLES AND PAYABLES
Due From Due To
Other Funds Other Funds
General Fund §3,463.540 $446.702
Speciatl Revenue Funds: ,
Open Space & Parkland Preservation Miltage 33,605 1,889,098
Nonmajor Special Revenue Funds 375,464 1,224,505
Dsjbt Service Funds:
‘Nonmajor Debt Service Funds 133,692 414,317
Capital Projects Funds:
Maintenance Facility 119
Nonmalor Capital Projects Funds 300,170 162,585
Enterprise Funds
Water Supply System : $601,845 $511,816
Sewage Disposal System 545,932 346,198
Parking System 5,629
Market 2,891 458
Golf Courses : 46,092 849,931
Airport 969 B,226
Stormwater Sewear System 61,954 3.420
Solid Waste 4.070 185,206
Total Enterprise Funds 1,263,753 1,910,884
Internat Service Funds 659,002 180,079
Permanent Fund
Elizabeth R. Dean Permanent Fund 937
Total 3 6,229,226 $ 6,229,228
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Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal year are referred to as either "due to/from other
funds® (i.e., the current partion of interfund loans) or “advances to/from other funds® (i.e., the non-current portion of interfund loans). All other outstanding balances
between funds are reported as "due toffrom other funds." Any residual balances outstanding between the governmental activities and business-type activities are
reported in the government-wide financial statements as “Internal balances”. Interfund balances at year-end relate to items accrued after year-end related to interfund

transfers. These items are repaid immediately in the new year.
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PROPERTY TAXES

Each July 1st the City property tax is levied and becomes a lien on the related property, the value of which s equatized by the State of Michigan and limited by Act
415 of 1994. The City's operating tax rate levied July 1, 2005, as controlled by the Headlee Amendment, Act 415 and City Charter, is 6.2318 mills. Other tax
rates are as follows: Employee Benefits (2.0772), Refuse Collection (2.4925), Ann Arbor Transporiation Authority (2.0772), Street Repair (1.9527), Parks Repair
and Restoration (0.4651), Parks Rehabilitation and Development (0.4562), Open Space and Parkland Preservation Millage (0.4828), and Debt Service {(0.580),
Real and personal property located in the City as of December 31, 2004 were assessed and equalized at $5,633,531,900, representing 50% of estimated current
value. Act415 of 1994 limits annual increases in taxable value to 5% or the Consumer Price Index, whichever is less. The 2005 taxable value on March 2, 2006
was $4,220,748,359, Property taxes are due July 31st of each year and any delinquent real property taxes are turned over to Washtenaw County for coliection
the following March 1st. The County pays municipalities from a revolving fund for delinquent real property taxes. Delinquent personal property taxes are
negligible.

CHANGES IN CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2006 was as follows:

Beginning
Balance Ending
July 1, 2008, Balance
as restated Addltlons Retirements June 30, 2006
Governmental Activitles
Non-Depreciable Assels:
Land $24,340,135  $4,701,278 § $29,041,413
Construction in progress 4,147,559 7,327,250 (878,029} 10,586,780
Depreciable Assets:
Buildings 22,258,050 22,299,050
Leasehold improvements 8,646 8,646
Improvements other than buildings 8,061,568 617,022 8,678,590
Machinery and equipment 14,423,868 1,388,241 {104,351} 15,707,758
Vehicles 11,232,742 663,762 (780,375} 11,116,129
Infrastructure 660,414,878 8,584,392 (2,243,185) 666,756,085
Total at historical cost 744,028 446 23,281,945 {4,005,940) 764,204,451
Less accumulated depreciation for:
Buildings {9,480,348) {551,513) (10,031.861)
Improvements other than buildings {4,478,655) (334,298} {4,812,953)
Equipment and vehicles (18,993,459} (1,958,358) 820,545 (20,131,272}
Infrastructure (84,645 400}  (6,342.364) 2,190,888 (88,796,876}
Total accumulated depreclation {117,597,862) (9,186,533} 3.011.433 {123,772,862)
Governmental activities capltal assets, net $627.330,584 $14,095.,412 {%994,507) $640,431,489
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CHANGES IN CAPITAL ASSETS (Concluded)

NOTES TO FINANCIAL STATEMENTS {Continued}

Beginning
Balance Ending
July 1, 2005, : Batance

as restated Additions ~ Refirements June 30, 2006

Business-type Activities
Non-Depreciable Assets:

Land $7.374,728 % 5 $7,374,728
Construction in progress 28,960,164 10,400,410 (5,838,890} 33,521,684
Depreciable Assets: -

Buildings 109,052,634 7.057 109,059,691
Improvements other than buildings 132,537,330 5,759,698 . 138,297,028
Machinery and equipment 35,427,841 317,662 {131,012} 35,614,491
Vehicles 7.644,186 594,601 {224 348) 8,014,439

Total at historical cost ' 320,596,883 17,079,428 (8,194,250} 331,882,061

Less accumulated depreciation for:

Buildings (41,337,801) (2,700,082} {$44,037,883)
Improvements other than buildings (56,796,282} (2,227,549) (59,023,831}
Equipment and vehlicles {30,710,287)  {3,609,819) 326,214 (33,093,882)
Total accumuiated depreclation (128,844,370} (8,537 450} 326,214 {137,055,606)
Business-type activities capital assets, net $192,152,513 $8,541.,978 {$5,868.036) $194,826,455

Depreciation expense was charged to governmental functions as follows:
Ganaeral government $213,054
Public safety 206,186
Public services 778,498
Highways and streets 6,342,364
Culture and Recreation 529,527
Social services 119,719
Information services 225,610
Unallocated depreciation 71,575
$9,186,533

Capital assets held by the City's internal service funds are charged to the various funclions based on their usage of assets.
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LEASES -

Operating Lease Obligations Payable. The City is the lessee of various properties (primarily office and storage space, as well as parking facilities) under
operating ieases for periods through 2009. The expenses and related revenues in connection with the leases are recorded in the General, Speclal Revenue and
Pension Trust Funds. The total rent expense for fiscal year 2006 was $836,105. The following is a table of future minimum noncancellable tease payments by
the City:

2007 $ 788,300
2008 331,002
2009 192,804
Total $£1,312,196

The City as lessee has other lease arrangements, which have been appropriately accounted for as operating leases. Minimum lease payments payable on such
ieases are immaterial in amount.

Operating Lease Obligations Receivable. The City is the lessor of various parking, office and airport facilities under operating leases for periods through 2019,
Revenues and the related expenses for these leases are recorded in the Enterprise Funds. The fotal rent revenue for fiscal year 2006 was $302,473. The
following is a table of future minimum noncancellable lease payments to the City:

2007 $ 196,685
2008 196,685
2009 185,627
2010 212,547
2011 147,314
2012-2016 695,815
2017-2019 251424
Total $1.886,097

The City as lessor has other lease arrangements which have been apprapriately accounted for as operating leases. Minimum lease payments receivable on
such leases are immatetial in amount.
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LEASES (Concluded)

Capltal Lease Obligations Payable. The City has entered into certain lease agresments as lessee for financing the purchase of {primarily) various types of
equipment, as well as several drain construction projects. These lease agreements qualify as capital leases for accounting purposes and, therefore, have been

recorded at the present value of the future minimum lease payments as of the date of their inception. The following is an analysis of the items recorded under
capital leases as of June 30, 2006:

Asset Type . Enigirricf €
Equipment . | $ 275483
Drains 1,783,156

| 2,058,639
Less: accumulated depreciation 397,430
Net book value m

The following is a schedule of the future minimum lease payments under these capital leases, and the present value of the net minimum lease payments at June
30, 20086;

Enterprise
Year Ending June 30 Fund
2007
$187,528
2008 185,330
2009 102,079
2010 98,757
20M 95,380
Total minimum lease payments 679,074
Less: amount representing interest 78313

Present value of future minimum lease payments 5,600,765,
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The following is 2 summary of the governmental! activities long-term debt obligations {including accrued compensated absences) of the City for the year

ended June 30, 2006;

Bonds and other debt
payable at July 1, 2005

Debt issued and ather increases:
Debt issuedfaccrued
Amartization of bond discounts

Debt retired and other decreases:

Decrease in accrued
compensated absences

Bond discounts
Dabt retired

Bonds and other debt
payable at June 30, 2008

Balance due within one year

{Continued)

Governmental Activities

General General
Obligation Obligation Governmental
Portion of Portion of Activities Total
Capital Special Special Special Other Accrued Governmental
Projects Assessment Revenue  Assessment Long-term Total Compensated Activities
Bonds Bonds Bonds Bonds Debt Principal Absences Debt
$12,760,000 $891,205 $3,737,779  $1,524,636  $3,548,050 $22,461,670 §15298,314 37,759,984
24,635,000 20,250,000 $44,885,000 4,020,050 48,905,050
304 1,929 596 2,829 2,829
4,993,506 4,993,506
163,878 141,933 305,811
1,820,000 135,000 140,000 365,000 48,050 2,508,050 2,508,050
$35,411,122 $756,500 $23,707,775  $1,160,232  $3,500,000 §64,535.638 $14,324,858  $78,860,496
$2,460,000 $140,000 $445,000 $360,000 - $3,405,000 $958,645 $4,363,645
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LONG-TERM OBLIGATIONS {Continued)

The following is a summary of the business-type long-term debt {including accrued compensated absences in enterprise funds) transactions of the
City for the year ended June 30, 2006:;

Component
Businass-Type Activities Unit
Ann Arbor Total Cowntown
Building Other Accrued Proprietary Development
Authority Revenue Long-Term Ofther Compensated Fund Type Autharity
Bonds Bonds Debt Bonds Absences Debt Bonds
Bonds and other debt .
payable at July 1, 2005 $28,270,000 $71,405,000 $2,259,727 $1,405,550 $2,945902 $106,286,179 $6,399,450
Debt issued and other increases:
Debt issuedfaccrued 13,305,000 1,026,645 965,590 15,287,235 3,806
Debt retired and other decreases:
Decrease in accrued
compensated absences 969,436 969,436
Dabt refunded 13,250,000 13,250,000
Bond discounts 33,851
Debt retired 1,770,000 4,655,000 $314,133 344,053 7,083,186 1,085,947
Bonds and other debt
payable at June 30, 2006 $26,555,000 $66,750,000 $2,9072,239 $1,061,497 $2,942 056 $100,280,792 $5,283,558
Balance due within one year $1,845,000 $4,710,000 $160,0186 $349,387 $167,230 $7,231,633 $1,120,813

(Continued)
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LONG-TERM OBLIGATIONS {Continued)

General Obligation Bonds are collateralized by the full faith and eredit of the City; Other Long-Term Debt is collateralized by the revenues of the related funds or
the full faith and credit of the City or General Fund appropriations. General Obligation Bonds' requirements will be met primarily through the debt service property
tax levy. Special Assessment Bonds are serviced by the underlying special assessments. The Special Assessment Bonds are backed by the {ull faith and credit
of the City to the extent that liens foreclosed against property involved in the special assessment districts are insufficient to retire the outstanding bonds.

Other obligations are as follows: Revenue Bonds are serviced by the Water Supply System {$34,175,000} in bond principal at June 30, 2006; Sewage Disposal
System ($32,160,000) and Stormwater Disposal System ($415,000). Other Long-Term Debt includes various long-term obligations {notes and caontracts) paid
from general operations and other sources. In addition, the City received $105,391 from the Michigan Municipa! Band Authority {MMBA} from the Drinking Water
Revolving Fund during fiscal year 2006. At June 30, 2006, the outstanding balance was $452,891. The City also received $921,254 from the MMBA from the
Strategic Water Quality Initiatives Fund during fiscal year 2006. At June 30, 2006, the outstanding balance was $1,865,826.

Other Bands will be serviced from the revenues of the Downtown Development Authority for the Parking System ($1,061,497). Various limitations and
rastrictions are contalned in the various bond indentures. The City is in compliance with all significant limitations and restrictions.

Additionally, during the fiscal year, the City issued $13,305,000 in refunding bonds to partially advance refund $6,550,000 of the 1999 Ann Arbor Building
Authority Bonds and $6,700,000 of the 2000 Ann Arbor Building Authority Bonds. The net proceeds were used to purchase U.5. Government securities, which
were deposited in an irrevocable trust with an escrow agent to provide for fulure debt service payments. As aresult, the bonds are considered defeased and the
liability for the bonds has been removed from the balance sheet. The City advance refunded the bonds to reduce its total debt service payments by $812,682
over the next fourteen years and to obtain an economic gain {difference between the present value for the debt service payments on the old and new debt) of
$662,859. |n accordance with GASB #23, Accounting and Financial Reporting for Refunding of Debt Reparted by Proprietary Activities, the loss on bond
refunding has been amortized over the life of the old debt or the new debt, whichever is shorter. As the old and new debt was still outstanding at the end of the
fiscal year, the City has deferred the entire loss of $949,794 in the Parking System Enterprise Fund.

In fiscal years 2005 and 2006, the City defeased certain revenue bonds by placing the proceeds of the new bonds in an irrevocable trust to provide for all future
debt service payments on the defeased bonds. This advance refunding met the requirements of an in-substance debt defeasance. Accordingly, the trust
account assets and the liability for the defeased bonds are not included in the City's financial statements. The balances of the defeased bonds outstanding at
June 30, 2008 are as follows. '

1999 Ann Arbor Building Authority Bonds $6,550,000
2000 Ann Arbor Building Autharity Bonds $6,700,000
Water Supply System Revenue Bonds Series U $3,025,000

Water Supply System Revenue Bonds Series V $3,700,000
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8. LONG TERM OBLIGATIONS (Continued)
Below is a summary of general long-term debt {with various issue dates) and annual debt service requirements as of June 30, 2006:

Govarnmental Activitiss Bebt

Fiscal General Obligation Portion

Special Assessment - Speclal Assessment

Year Capital Projacts Bonds ) Bonds Special Revenue Bonds Bonds Other Dabt Total Governmental Activities Dabt
Ending Principat Intarest Principal Intarest - Principal Interest Principal {nterast Principal Intarest Principa! Interast Total
2007 $2,460,000 $1,266,323 $140,000 $34,804 $445,000 $995,080 $360,000 §$51,142 % $136,149 $3,405,000 $2,483,688  $5,888,688
2008 2,500,000 1.431,607 75,000 29,570 475,000 978,802 125,000 37,772 136,522 3,176,000 2,614,273 5,789,273
2009 2,560,000 1,321,820 75,000 26,190 510,000 960,795 125,000 31,930 3,500,000 68,261 6,770,000 2,408,996 9,178,996
201M0 2,590,000 1,211,507 80,000 22,725 550,000 941,035 126,000 25,845 3,345,000 2,201,212 5,646,212
2011 2,628,000 1,101,555 80,000 18,925 £85,000- 919,360 120,000 19,860 3,410,000 2,059,801 8,469,801
2012 1,316,000 1.017,105 80,000 15,075 525,000 §95,905 90,000 14,893 2,110,000 1,942,978 4,052,978
2013 1,345,000 958,255 80,000 11,175 650,000 871,218 80,000 10,617 2,155,000 1,861,263 4,006,263
2014 760,000 - 913,832 80,000 7.225 685,000 845,366 | BO,000 6,710 1,696,000 1,773,132 3,368,133
2015 785,000 883,830 20,000 3225 720,000 817,914 25,000 2,750 1,560,000 1,707,719 3,2567.719
2016 #§20,000 852,432 25,000 2,325 755,000 788,835 20,000 1,625 1,620,000 1,645,217 3,265,217
2017 * BB0,000 818,630 - 26,000 1175 795,000 757,953 15,000 705 1,685,000 1,579,463 3,274,463
2018 895,000 785,232 835,000 725,200 ; 1,730,000 1,510,432 3,240,432
2019 836,000 748,312 : 875,000 690,605 1,810,000 1,438,917 3,248,917
2020 980,000 708,575 - 815,000 653,534 1,895,000 1,362,109 3,257,109
2021 1,025,000 584,475 868,000 614,176 1,980,000 1,278,651 3,268,851
2022 1,070,000 £18,350 . 1,010,000 572,470 2,080,000 1,190,820 3,270,820
2023 1.115,000 570,200 1,060,000 527,888 ' 2,176,000 1,098,088 3,273,088
2024 1,165,000 520,025 800,000 481,938 1,966,000 1,001,963 2,966,863
2025 1,220,000 467,600 840,000 446,663 2,060,000 914,283 2,974,263
2026 - 1,275,000 412,700 885,000 408,698 . 2,160,000 821,398 2,981,398
2027 1,330,000 354,050 930,000 368,503 2,260,000 722,563 2,982,663
2028 1,320,000 292,538 975,000 328,338 2,365,000 618,877 2,983,877
2029 1,455,000 228,250 : 1,030,000 280,813 2,488,000 509,163 2,994,163
2030 1,520,000 165,500 1,080,000 232,875 2,600,000 3@e,375 2,988,375
200 1,890,000 | 79,500 1,135,000 182,419 2,729,000 261,919 2,986,919
2032 ' 1,185,000 129,318 1,196,000 129,319 1,324,319
2033 1,286,000 73,519 1,266,000 73,619 1,328,519
2034 : : 1,320,000 14,850 1,320,000 14,850 1,334.850

$36,675,000 $18,383,204 $760,000 $172,604 $23,900,000 $16,502,170 $1,166.000 $204.049 $3,600,00C $340,932 $64,900,000 $35,602,869 $100,502,BE69

‘Interast 4.00- © 3.40- 2.50 - 3.40- 3.60 -

Ranpes 5.50% 6.256% 4.60% 6.40% B.15%
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9. LONG TERM OBLIGATIONS (Concluded)

Below is a summary of the business-type activity and component unit debt (with various issue dates) and annual debt service requirements as
of June 30, 2006: '

Enterprise Funds Campanent Unils
Fiscal Ann Arbor Building Water, Sewer & Storm
Year Authority Bonds Revenue Bonds Other Debxt Qthar Bonds Total Enterprise Dabt Oowntown Davalopment Authority
Ending Principal Intarast Principal Interast Peincipal  Interest  Principal Interest Principal ~ Intarest Tatal Principal Interast Total

2007 $1,846,000 §$1,170,428 $4,710,000 32,500,747 $160.016- 523.239 $349,387 $30,759 $7,064,403 $3,725,217 $10,789,620 $1,120,613 $199,327 $1,319,940

2008 1,810,000 1,095.858 4,806,000 2,327.408 121,106 17,089 352,064 31683 7,088,158 3,472,138 10,660,208 1,167,846 154,672 1,312,618
2009 1,710,000 1,021,862 4,906,000 2,140,761 168,506 15,671 360,085 4,656 7,143,561 3,182,850 10,326,471 1,199,984 107,213 1,307,157
2010 1,790,000 842,261 4,940,000 1,842,997 91,848 6,809 6,821,948 2,892,067 9,714,016 §75,000 72,826 647,825
2011 1,870,000 864,322 5,150,000 1,750,555 91,948 3,432 7,111,248 2,618,309 8,730,257 510,000 BO.40C 660,400
2012 1,846,000 787628 5,110,000 1,664,925 7,066,000 2,362,653 9,407,553 650,000 26,000 676,000
2013 2,025,000 702,591 5,250,000 1,375,023 7,275,000 2,077,614 9,362,674
2014 2,095,000 . 605,364 3,310,000 1,205,718 5,406,000 1,811,083 7,216,083
2015 2,160,000 504,086 2,750,000 1,087,670 ' 4,910,000 1,601,756 6,511,756
20186 2,130,000 402,701 2,820,000 992,574 4,950,000 1,395,275 6,345,275
2017 2,195,000 298064 2,915,000 862,085 : ' 5,110,000 1,180,169 6,290,159
2018 1,665,000 212510 2,280,000 779,042 3,965,000 991,662 4,946,652
2019 1,710,000 128,880 2,365,000 689,923 4,075,000 818,813 4,893,813
20290 1,070,000 56,950 2,465,000 594,681 3,635,000 661,631 4,186,631
2021 260,000 22417 2,570,000 493,706 2,830,000 516,123 3,346,123
2022 275,000 9,167 2,665.000 386,574 2,940,000 385,741 3,335,741
2023 2,760,000 272,567 2,760,000 272,567 3,032,567
2024 2,845,000 153,496 2,845,000 153,496 2,998,495
2025 2,125,000 45,156 2,125,000 45,156 2,170,186

$26,655,000 $8.825,200 $66,750,000 $21,195,613 $633.522 $66,290 $1.061,497 $66,998 $95,000,019 $30,154,101 $125,164,120 $5,313.603 $610,437 95,923,940

intarast 2.00 - 2,00 - 3.50 - 3.90 - - 3.25 -
Ranges 5.50% 7.30% 5.80% 4.05% 5.00%
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A reconciliation of the interfund transfers is as follows:

General Fund

Maintenance Faciity

Open Space & Parkland Preservation Millage

Water Supply System
Sewage Disposal System

Soalid Waste

Hydroelectric Power System

Golf Courses
Airport

Stormwater System
Nonmajor governmental funds
Internal Service Funds

Total Transfers

Transfers Transfers

in Qut
$685,874 $1,768,182
8,958,000 7,114,701
620,468
2,003,192 3,618,211
235,192 5,300,959
418,872 669,981
314,242

354,621

9,218
300,000 524,478
12,173,846 3,435,637
711,641 2,456,161
$25,841,238 $25,841,238

Transfers are used to: (1) move unrestricted revenues collected in the General Fund to finance various programs
accounted for in other funds in accordance with budgetary autherizations; {2) move revenues from the fund that is
required to collect them to the fund that is required or allowed to expend them; and (3) move receipts restricted to
or allowed for debt service from the funds collecting the receipts to the debt service funds as debt service payments

become due.
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NOTES TO FINANCIAL STATEMENTS (Continued)
RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. During fiscal year 1969, the City established an Insurance Fund (an Internal Service Fund) to account for and finance its uninsured risk of loss.
Under this program, the insurance Fund currently provides coverage for up to a maximum of $1,000,000 for each general liability claim, $50,000 for each
property damage claim, and Blue Cross Blue Shield health insurance claims. The City purchases (where coverage is available and properly priced) commercial
insurance for claims in excess of coverage provided by the Fund as well as full coverage for workers’ compensation claims. Settled claims have not exceeded
this commercial coverage in any of the past three fiscal years.

All funds of the City participate in the insurance pregram and make payments to the insurance Fund based on estimates of the amounts needed to pay prior and
current-year claims and to establish a reserve for Incurred But Not Reported (IBNR) losses, The IBNR reserve was $1,676,915 at June 30, 2006 and is included
in Estimated Claims Payable, The total Estimated Claims Payable of $2,635,056 is reflected in the Insurance fund at June 30, 2006. A liability for claims must
be reported if information prior to the issuance of the financial statements indicates it is probable that a liability has been incurred at the date of the financial
statements and the amount of the foss can be reasonably estimated. Changes in the fund's claim liability amount in fiscal years 2004, 2005, and 2006 are
summarized below: .

Beginning of Current Year Claims
Fiscal and Changes Claim Balance at
Year Liability in Estimates Payments Fiscal Year End
2004 4,048,656 5,569,474 (6,820,388) 2,797,742
2005 2,797,742 14,784,093 {11,947,402) 5,644,433
2008 5,644,433 9,721,423 (12,730,800) 2,635,066

DEFERRED COMPENSATION PLAN

The City offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457. The plan, available to all permanent
City employees, permits each to defer a portion of their salary until future years. The deferred compensation is not available for distribution to employees until
termination, retirement, death, or unforeseeable emergency.

All amounts of compensation deferred under the ptan, all property and rights purchased with those amounts, and all income attributable to those amounts,
property, or rights, are held in trust, with the City serving as trustee, for the exclusive benefit of the plan participants and their beneficiaries. The assets shall not
be diverted to any other purpose. All provisions of the plan, and the trust, are in conformance with Internal Revenue Code Section 457.

The plan's funds are excluded from the financia) statements in conformance with the reporting and disclosure requirements in GASE Statement Number 32,
Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans.
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POST RETIREMENT BENEFITS

In addition to providing pension benefits, the City provides certain health care and life insurance benefits for retired employees in accordance with Ann Arbor City
Code Chapter 21. Substantially all the City's employees may become eligible for these benefits if they retire directly from City employment. These and similar
benefits for active employees are provided by various insurance companies. Health insurance benefits are provided by either a health maintenance organization or
through an administrative service contract under which the City reimburses the administrator for claims paid plus an administration fee. Life and health insurance
premiums are based on the forecasted benefits to be paid. The City records the cost of providing these benefits as expenses when paid. The costs of providing
these benefits for 817 retirees for the year ending June 30, 2006 was estimated at $7,292,343.

The City and the Retirement System Board entered into an agreement allowed under Michigan statutes, Act 28 for reimbursemént of current health care premiums
for retirees and the Pension System reimbursed the Insurance Fund for 2005-2006 retirees health care costs of $6,097,668. Act 28 allows the Pension System to
pay current retiree health care benefits from investment earnings on employer assets in excess of the actuarial rate of return.

This agreement between the City and Retirement System Board allows amounts designated from the Pension and Benefit tax levy and budgeted in operating
service areas for payment of health and life insurance premiums to be transferred toa VEBA Trust. The Trustwas established by the City to accumulate funds for
the future payment of retiree health and life insurance costs. The agresment will continue for up to ten years and allows for a maximum contribution to the VEBA
Trust until it is fully funded. '

The Governmental Accounting Standards Board has recently released Statement Number 45, Accounting and Reporting by Employers for Postemployment Benefits
Other Than Pensions. The new pronouncement provides guidance for local units of government in recognizing the cost of retiree health care, as well as any “other”
postemployment benefits (other than pensions). The new rules will cause the government-wide financial statements to recognize the cost of providing retiree health
care coverage over the working life of the employee, rather than at the fime the health care premiums are paid. The new pronouncement is effective for the year
ending June 30, 2008,

RETIREMENT COMMITMENTS

Plan Description. The City of Ann Arbor Employees’ Retirement Plan is a single-employer defined benefit plan administered by the City of Ann Arbor Employees’
Retirement System (CAAERS). CAAERS provides retirement, disability and death benefits to ptan members and beneficiaries. Cost of living adjustments are
provided to members and beneficiaries per the Ann Arbor City Code Section 1:573 of Chapter 18. Chapter 17.1 of the Ann Arbor City Charter assigns the
authority to establish and amend benefit provisions to City Council. CAAERS issues a publicly available financial report that includes financial statements and
required supptementary information for the plan. That report may be obtained by writing to City of Ann Arbor Employees’ Retirement System, 301 E. Liberty St.,
Suite 680, Ann Arbor, Michigan, 48104 or by calling 734-994-4590.

Summary of Significant Accounting Pollcies

Basis of Accounting. CAAERS' financial statements are prepared using the accrual basis of accounting. Plan member and employer contributions are recognized
in the period in which the contributions are due. Benefits and refunds are recognized when due and payable in accordance with the terms of the plan.

Method Used to Value Investments. Investments are reported at fair value. Short-term investments are reported at cost, which approximates fair value.
Securities traded on a national or international exchange are valued at the last reported sales price at current exchange rates. Investmentis that do not have an
established market price are reported at estimated fair value. There are no concentrations where investments are five percent or more of the net plan assets.
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RETIREMENT COMMITMENTS (Concluded)

Funding Policy. The contribution requirements of plan members are established ang may be amended by the City Council. Pian members are reguired to

contribute 5% of annual compensation. The City is required to contribute at an actuarially determined rate; the rate for the most current actuarial report, was
2.09% of annua! covered payroll. Administrative costs of CAAERS are financed through investment eamings.

Annual Pension Cost and Net Penston Obligation. The City's annual pension cost and net pension obligation to CAAERS for the current year were as follows
(dollar amounts in thousands).

Fiscal Year Annual ‘Percentage Net
Ending Pension of APC Peansion
June 30 Cost (APC) Confributed Obligation
2005 $1,045 100.0% -
2004 - 100.0% -

2003 - 100.0% -

The annual required contribution for the current year was determined as part of the June 30, 2003, actuarial valuation using the entry age actuarial cost method.
The actuarial assumptions included (a) 7.0% rate of return (net of administrative expenses) and (b} projected salary increases of .04% to 8.3% per year. Both
{a) and (b) included an inflation component of 3.5%. The assumptions did not include postretirement benefit increases which are funded as a pay-as-you-go
basis through City Council appropriation. The actuarial value of assets was determined using techniques that smooth the effects of short-term volatility in the
market value of investments over a five-year period, There is no unfunded actuarial accrued liability to be amoriized. The excess is amortized over fifteen and
twenty-eight years and used as a credit against the normal cost.

ENDOWMENT FUNDS

In 1964, the City became the recipient of an endowment from Elizabeth Dean which is recorded as a permanent trust fund. The corpus of the trustis to remain
invested and may not be liquidated in order to generate investment income. This investment income Is to be used for the purchase and maintenance of trees in
the City of Ann Arbor. Net appreciation on investments is not considered investment incame until realized. The ameunt in the Elizabeth Dean fund is shown as
restricted for endowment on the Statement of Net Assets. :

SIGNIEICANT COMMITMENTS

As of June 30, 2008, the City had $6,010,935 in construction commitments for various projects including resurfacing of streets, bridge reconstruction and other
road improvements, '
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SUBSEQUENT EVENTS

Subsequent to year-end, the City settled two of eight union contracts with the Teamsters Local 214 covering the period of July 1, 2006 thru June 30, 2009 and
with the Police Professional Assistants covering the periad July 1, 2006 through June 30, 2008,

CONTINGENT LIABILITIES

Litigation. Various lawsuits are pending against the City, some of which are for substantial amounts. On the basis of opinions and information furnished by the
City Attarney, it is the judgment of City management that the ultimate fiability, if any, resulting from such lawsuits would not materially affect the financial position
of the City. '

Landfill. The City owns and maintains a closed landfill in fuli compliance with Michigan Department of Environmental Quality (MDEQ) reguirements. The City
had received approval for an ansite and (interim) offsite Remedial Action Plan {RAP) that has been implernented. This implementation included a shurry wall
almost two miles in length enclosing mast of the landfill. As part of these requirements, the City has posted a $1,000,000 letter of credit to ensure compliance
with the landfill cleanup regulations. The City is working on a final RAP and evaluating the feasibility of treating the collected landfill grcundwater pricr to
discharge to the sanitary sewer. Treating the water onsite with discharge to surface or groundwater may reduce annual operating costs because of reduce
payments for discharge to the sanitary system. Capital costs associated with the landfill cleanup are funded by a series of voter-approved bonds totaling
$28,000,000. Operating and maintenance costs for the closed fandfill are funded out of the annuat solid waste budget. Therefore, no liability has been accrued
in the Statement of Net Assets. These costs will be funded through the City's earmarked solid waste (refuse collection) property tax levy. The projects to be
accomplished are subject o major changes (both in the nature of the work to be accomplished and in the cost thereof} due to inflation, changes in technology or
changes in regulatory requirements,

Grants. Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies, primarily the federal government. Any
disallowed claims, including amounts already collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time, aithough the City expects such amounts to be immaterial.

Other. Effective 1998, the City and the VEBA Board of Trustees entered into a funding agreement for the allocation of Retirement Systemn annual excess
eamings (if any) to payment of City retiree heaith benefit costs thereby allowing the City to allocate the equivalent budgetary amount to prefund the City's VEBA.

This agreement and all transfers were executed in compliance with Michigan Public Act 28 (PA 28). Ithas come to the City's attention that the VEBA may not
have fully complied with Section 420 of the Internal Revenue Code with respect to the transfers to the VEBA. The City has committed to compliance with both
State and Federal law (as applicable) and will address any required compliance matters through the Internal Revenue Service Voluntary Correction
Pragram. The City expects that any compliance matters which may need to be addressed will not adversely aifect the tax qualified status of the Plan.
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NOTES TO FINANCIAL STATEMENTS (Continued)

EXTERNALLY RESTRICTED NET ASSETS

65

The following funds represent funds whose net assets are not available to meet the City's ongoing needs as the are subject to external restriction, either by
the source of the funding (i.e., state or federal funding) or by the nature of the funding (i.e. millage funding):

Maijor Streets $8,223,654
 Local Streets 2,431,818
Community Television Netwark 2,198,261
Street Repair Millage 15,387,618
Metro Expansion 549,573
Michigan Justice Training 99,926
Parks Repair & Maintenance Millage 67,285
Parks Repair & Restoration Millage 576,526
Parks Rehab & Development Millage 3,897,078
Court Facilities 890,467
Federal Equitable Sharing Forfeiture 102,520
Police and Fire Relief 666,004
Open Space & Parkland Preservation 22,828,726
$57,917.4686

Net Assets Externally Restricted

RESTATEMENT OF FUND BALANCE/NET ASSETS

As of July 1, 2005, the Information Technology fund moved from a Special Revenue fund to an Internal Service fund. The project management activities of
Public Services became an Internal Service fund. The Smart Zone Fund became a Component Unit of the City of Ann Arber. The accumulated
depreciation for the Downtown Development Authority was removed from the Governmental Activities. The Hydroelectric Power Enterprise Fund closed to
the General Fund and all the fixed assets were moved to Governmental Activities. A long term receivable recorded as governmental activities moved to
business type activities. As a result, certain restatements were necessary. The following is an explanation of the adjustments to the beginning balance as
of July 1, 2005, for the governmental funds fund balance, the enterprise funds net assets and the government-wide statement of net assets.

Governmental Business-Type  Total Governmental
Activities Activities Funds
Net Assets/Fund Balance at July 1, 2005 $ 662,050,583 % 165,393,178 66,344,745
Fund Type Changed to Internal Service (1,021,327)
Fund Type Changed to Component Unit (Smart Zone) {16,032) (16,032)
Fund Type Changed to Component Unit {(DDA) 140,095
Fixed Assefs Moved to Governmental Activities 1,254,662 {1,254,652}
Special Assessment Adjustment {1,171,844) 1,171,944
$ 165,310,460 65,307,386

Restated Net Assets/Fund Balance at July 1, 2005 $ 662,257,364
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NOTES TO FINANCIAL STATEMENTS (Concluded)

SPECIAL ITEM-EMERALD ASH BORER

During fiscal year 2005, the City estimated the cost of the Emerald Ash borer liability at $4.1 million which was recorded as a liability in the government-wide
financial statements. During the 05-06 fiscal year, the City set up a new special revenue fund, the Tree Removal Fund, and appropriated an expenditure budget
of $2,144,178. The City spent $1.7 million to remove dead and dying trees during the year. For the 06-07 fiscal year, the City has appropriated additional funding
for tree removal. As the remaining liability for tree removal cannot be reasonably estimated and funding has been appropriated in the 06-07 budget, the $4.1
million has been removed as a liability in the government-wide financial statements.
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REQUIRED SUPPLEMENTARY INFORMATION

GENERAL FUND

‘To account for resources traditionally associated with governments
which are not required to be accounted for in another fund.

SPECIAL REVENUE FUND

Open Space and Parkland Preservaticn Millage - to account for funds derived from property tax millage and bond proceads earmarked for parks
acquisition and development rights for open space.
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CITY OF ANN ARBOR ‘
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
{Continued)

BUDGETS AND BUDGETARY ACCOUNTING
The City follows these procedures in establishing the budgetary data reflected in the basic financial statements:

1. The City uses the "Target Based" budgeting technique. Under this system, the City Administrator determines funding levels for each
department by matching funding needs with available revenue. Targets are established based on anticipated revenues and growth in
expenditures.

2. In ‘ate Novemnber, each department is given a "bottom line" amount for operations. The department then determines the best way to
allocate funds among expenses to remain within the target while meeting the assigned goals.

3. Department budget requests are then submitted with expenditures outlined and areas of concern identified so that adjustments can be
made as needed. By allowing the departments to determine how funds are spent within the department, the operating departments
have a greater ownership in how they provide services,

4. The City Administrator's recommended budget is submitted to City Councit at the second meeting in April. The City Council, with at least
seven affirmative votes, must adopt the budget no later than the end of its second meeting in May. According to City Charter, should the
City Council not adopt an amended Budget, the City Administrator's recommended budget will autormatically take effect as submitted.

5. After the budget has been adopted, City Council may amend the budget by a concurring vote of not fewer than eight members of City
Council.

Formal budgetary integration is employed as 2 management control device during the year. The City presents a comparison of annual budgets
to actual results for all major governmental funds. Budgeted revenue amounts represent the original budget modified by Coungcil-authorized
adjustments during the year which were contingent upon new or additional revenue sources. Budgeted expenditure amounts represent original
appropriations adjusted for supplemental appropriations during the year. The amount of $713,630 was made in fiscal 2006 for supplemental
appropriations. Budgets are prepared in accordance with Generally Accepted Accounting Principles using the modified-accrual basis of
accounting. .

The City Administrator is authorized to transfer appropriated funds between major expenditure categories within departments. However, any
revisions which alter the total appropriations of any department must be approved by City Council. For budgeting purposes, the General Fund is
composed of several departments. Expenditures may not legally exceed appropriations at the department level.

The City utilizes an encumbrance system as a management control technique to assist in controlling expenditures. Under this procedure,
encumbrances representing purchase orders, contracts and other commitments are reported as reservations of fund balances at year-end. All
appropriations lapse at the end of the fiscal year, except for certain capital projects which are approved without regard to fiscal year. For any of
these projects which are under construction at year-end, the appropriations are allowed to carry forward with the amount being adopted for the
current budget vear.



CITY OF ANN ARBOR
NOTES TO REQUIRED SUPPLEMENTARY !NFORMATION
{Concluded)

EXPENDITURES IN EXCESS OF APPROPRIATIONS

Expenditures exceeded appropriations in the following categories:

Negative
Budget Actual Variance
General Fund: :
Police depariment $24,592,293 -  $24,783,869 $(191,5786)
Fire department 11,872,622 12,058,017 (185,495}
Miscellaneous’ 528,750 532,781 (3,031)
Transfers out 1,603,289 1,768,182 (164,893)
Open Space and Parkiand Preservation: )
Total expenditures 4,830,423 5,108,802 (278,379)
Transfers out 505,000 620,468 {115,468}
Bond issuance costs . 141,934 (143,934}

General Fund:

Poalice Department $191,576
Fire Departiment - 185,485

These deficits were attributable to higher than anticipated severance costs.

Miscellaneous . - % 3,031
Transfers out $164,893

These deficits are offset by favorable variances in other areas.

Police and Fire Relief Fund:

69

This fund exceeded its expenditure budget by $7,062 due to unforeseen expenditures. This unfavorable variance is offset by a favorabie

revenue variance of $12,804.

Open Space and Parkland Preservation Fund:

This fund exceeds its expenditures due to higher than anticipated land purchase costs and by band issuance costs that are not budgeted and

taken from bond proceeds.



70

CITY OF ANN ARBOR
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For the Year Ended June 30, 2006

Variance with

Qriginal Final Finat Budget
Budget Budget Aciual Pasitive {negative)
Revenues:
Taxas:

Genera! operations $26,032,333 $26,032,333 $26,002,775 {$29,558)
Transportation {AATA) 8,665,151 8,669,151 8,666,903 1,752
Employee banefits . 8,665,151 8,665,191 8,666,903 1,762
Interest, penalties, payments in lleu of taxes and excess of roll 2,140,298 2,140,298 2,250,478 110,182
Total taxes 45,502,931 45,502,531 45,587,059 84,128
Licenses, permits and registrations 1,104,797 1,102,572 1,099,663 {2,909)
Federal grants 20,000 22,951 2,852 (15.999)
State shared revenues and granis 10.682,7G0 10,742,700 11,469,467 726,767

Charges for services:
Pollce department 1,611,658 1,611,659 1,623,242 11,583
Fire department 442,600 442 600 774,143 331,543
Ann Arbor Transportation Authority 85,854 85,854 86,770 916
Construction overhead 367,016 367,016 301,986 {65,030)
Cantral services 27,000 27,000 46,537 19,537
Recrealion facililias _ 2,216,130 2,316,130 2,186,275 {129,855)
Cemetery : 6.500 6,500 6,075 {425)
Public services 1,184,725 1,184,725 1,260,492 75,767
Miscellaneous ‘ 371,806 371,906 401,290 20,384

Total charges for services 6,313,350 6,413,390 6,686,810 273,420




Revenues (Concluded):
Fines and forfaits:
Standing violations
District court

Total fines and forfelts
Investment income
Rentals

Miscellaneous revenus:
Sale of properly and equipment
Other

Total miscellaneous revenue
Total Revenues

Expenditures:

General gavernment:
Mayer and Council
Administration
Human resources
Attarney
Clerk/Elections
Finance
Environmentzal Coordinaton Services
Public services
District court
Contingencies
Miscellaneous
Municipal service charge

Total general government expenditures

CITY OF ANN ARBOR
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
Far the Year Ended June 30, 2006

{Conllnued)

Wariance with

Original Final Final Budget
Budyst Budget Actual Positive (negative)
$2,897 420 52,897 420 33,084,222 $166,802
2,485,400 2,485,400 2,540,016 54.616
5,382.820 5,382,820 5,504,238 221,418
268,200 268,200 1,432,514 1,164,314
0,000 57.000 122,882 65,882
750 780 2,447 1,687
184,004 212,002 105,685 {106,317}
184,754 212,752 08,132 (104,620}
69.4'68.59_2_ 69,705,316 72,113.717 2,408,401
305,185 305,185 276,616 28,569
601,689 601,689 558,652 43,137
1,245,178 1,245,178 1,215,508 29,670
1,658,515 1,658,515 1,648,819 9,696
677,903 680,854 671,294 8,560
3,632,840 3,832,840 3,576,085 55,855
150,540 150.540% 149,122 1,418
3,202,666 3,530,128 3,423,284 106,845
3,686,853 3,746,653 3,635,102 111,551
1,145,836 236,914 236,914
175,130 529,750 532,761 {3.031)
{4,236.321) {4,236.321) (3,678,493} (557.828)
12,335,814 12,081,826 12,009,570 72,356
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Expengitures (Concluded):
Public safety:
Pollce department
Fire department
Building department
Total public safety expenditures
Soclal services:
Transfers to olher agencies
Other
Total soclal services expenditures
Cullure and recreation:
Parks and recreation
Parks operation & forestry
Historic district commisslon
Total cullure and racreation expenditures

Other: .
Publie transporiallon

Tolat alher expendilures
Total Expenditures
Excess of Revenues over Expenditures
Other Financing Sources {Uses):
Transfers in (Note 10)
Transfers aut {Nota 10}
Total Olher Financing Sources {Uses)
Net change In fund balance

Fund Balance - July 1, 2005

Fund Balance - June 30, 2006

CITY OF ANN ARBOR

BUDGETARY COMPARISON SCHEDLULE 72
GENERAL FUND
For tha Year Ended June 30, 2006
{Concluded)
Variance with
Original Firal Final Budget
Budget Budget Actual Positive (negative)
$24,362,422 $24,592,293  $24,783,869 {$191,576)
11,518,703 11,872,522 12,058,017 {185,495)
2,045.810 2,043,686 1,937.024 106.662
37,927,085 38,508,501 38,778,910 {270,409}
1,925,269 2,452,045 2,381,144 70,80
38.000 38.000 32,220 5,780
1.967.269 2,490,045 2,413,364 76,681
3,635,701 3,635,701 3,616,884 18,807
6,538,507 3,889,507 3,751,260 138,147
38,000 39,600 6,832 32,168
10,114,208 7,564,208 7.375.086 189.122
8,751,802 8,751,802 8.666.141 55,661
8,751,802 8,751,802 8.666.141 85,661
71,006,128 69,396,482 59,243,071 153.411
{1,627.530) 308,834 2,870,646 2,561,812
3,155,609 505,808 685.874 180,265
{1,603,289} {1,603,289) {1,768,162) (164,893)
1,552 320 {1,097,680) (1.082,308) 15,372
{75,218) (768.846) 1,788,338 2,577,184
75,216 788,846 10,660,367 9.871.521
$12,448,705 $12,448,705




CITY OF ANN ARBOR
BUDGETARY COMPARISCN SCHEDULE
OPEN SPACE AND PARKLAND PRESERVATION FUND
For the Year Ended June 30, 2006

Revenues:
Taxes
Federal grants
Investiment income
Miscellaneous

Tolal Revenues
Expenditures:
Current:
Parks and recreation
Capital outlay
Total Expenditures
Excess of Revenues over (under) Expenditures
Cther Financing Sources {Uses):
Transfers out (Nete 10)
Issuance of debt
Bond issuance costs
Total Other Financing Sources {Uses)
Net change in fund batances

Fund Balances - Juiy 1, 2005

Fund Balances - June 30, 2006

. Variancea with
Criginal Final Finat Budget
Budget Budget Actual Positive {(negative)
$1,995,845 $1,995,945 $2,014,851 $18,906
190,642 190,642
772,493 772,493
317 317
1,895,045 1,995,045 2,978,303 982,358
5,335,423 4,830,423 406,440 4,423,983
4,702,362 {4.702,362)
5,335,423 4,830,423 5,108,802 {278,379)
(3,339,478} {2,834,478) (2,130,499) 703.979
(505,000} {620,468) {115,468)
20,250,000 20,250,000
{141,934) {141,934)
{505,000) 19,4B7,508 19,892,598
{3,339,478) (3,339,478) 17,357,099 20,696,577
3,339,478 3.339.478 5,469,627 2,130,148
$22 826,726 $22,826,726
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CITY OF ANN ARBOR
EMPLOYEES' RETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATICN
SCHEDULE OF FUNDING PROGRESS

(amounts expressed in thousands)

74

UAAL (OAAL}
Actuarial Unfunded as a
Actuarial Accrued {Overfunded) Percentage
Actuarial Value of Liability {(AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age [UAAL (OAAL)] Ratio Payrol} Payroll
Date (a) - (=) (b-a) (a/b) (c) [(b-a)/c)
6/30/2005 $398,690 5384,369 ($14,321) 103.7% $47,225 -30.3%
6/30/2004 409,324 370,409 (38,915) 110.5% 47,109 -82.6%
6/30/2003 417,623 353,620 (64,003) 118.1% 46,213 -138.5%
6/30/2002 426,440 336,340 (90,100) 126.8% 46,744 -192.8%
6/30/2001 425,638 304,349 (121,189) 139.8% .. 47,449 -255.4%
6/30/2000 407,468 258,286 (149,182) 157.8% 44,092 -338.3%



CITY OF ANN ARBOR
EMPLOYEES' RETIREMENT SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS

(amounts expressed in thousands)

Year Annual -
Ended Required Percentage
Jupe 30 Contribution Contribution
2005 $1,045 100%
2004 0 100%
2003 o 100%
2002 0 100%
2001 0 100%

2000 1,316 100%
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NONMAJOR SPECIAL REVENUE FUNDS

Major Streets - to acceunt for repairs, maintenance and construction on the City's major streets. The revenues consist primarily of State-shared
gascline and weight tax collections.

Local Streets - to account for repairs, maintenance and construction on the City's local streets. The revenues consist primarily of State-shared
gasoline and weight tax coltections.

Community Development - ta account for funds received from the federal government for the City's Community Development Block grant
program.

HOME Program- to account for funds received from the federal government for the City’s Community Development HOME grant program,
Affordable Housing - to account for funding of selected affordable housing prdjects with the General Fund and federal funds.

Community Television Network - to account for the costs of running the City's community access channels on the local cable television system.
Revenues are derived primarily from franchise fees.

Homeland Security - to account for federal Office of Homeland Security grant money,

Construction Code ~ to account for the costs of planning and development.activities related to censtruction. Revenues are derived primarily from
licenses and permits.

Alternative Transportation- to account for funding set aside for the City’s alternative transportation program.
Street Repair Millage - to account for the proceeds of a special millage to repair streets.

Tree Removal & Disposal — to account for the costs associated with the removal and disposal of dead and dying trees due to the Emerald Ash
borer infestation.

Drug Enforcement - to account for confiscated proparty and money related tor drug law enforcement activity and provide funds for future
enforcement activity.

Metro Expansion- to account for the monies passed through from telecom companies for the purpese of maintaining the roadway {above, below,
and adjacent to) right of ways.

Michigan Justice Training - to account for State funds used for law enforcement training.
Parks Maintenance and Repair Millage - to account for funds derived from property tax miflage earmarked for parks maintenance.
Parks Repair and Restoration Miltage - to account for funds derived from property tax millage earmarked for parks’ repair and restoration.

Parks Rehabilitation and Development Millage - to account for funds derived from property tax millage earmarked for parks’ improvemants.
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NONMAJOR SPECIAL REVENUE FUNDS (continued) .

Special Assistance - to account for funds prov-ided by a utility bill checkeff to provide assistance to needy citizens.

Parks Memorial and Contributions- to account for the proceeds of various contributions to the Parks System to erect memorials or finance special
parks improvement projects.

Court Facilities - to account for a court fee to pay for facility improverhents for the district court.
Local Law Enforcement Block Grant- to account for federal grant monies received for fingerprinting equipment,
Major Grants - to account for various grant monies other than community development,

Federal Equitable Sharing Forfeitures- to account for monies received as a result of joint operations with federal law enforcement. These
monies are restricted for use in future law enforcement activities.

Bandemer - to account far rental income used to maintain and operate Bandemer Park.

Cemetery Perpetual Care - to account for the receipt and expenditures of fees paid for the perpetual care of gravesites at the City-owned
Fairview Cemetery. :

Local Forfeiture- to account for monies received as a result of police seizures from non-federal investigations. These monies are restricted
for use in future law enforcement activities.

Energy Projects - te account for funding of City Energy Consumption Improvement projects.

Police and Fire Relief - 10 account for the receipt of investment earnings on previously transferred General fund monies. These earnings
are used to subsidize the incomes of certain beneficiaries of deceased police officers and firefighters.



78

NONMAJOR DEBT SERVICE FUNDS

General Debt Service - to accumulate tax revenues and transfers in for payment of principal and interest on non-bonded debt and general
obligation bonds sold for various capital purposes.
Special Assessmant Bonds-Debt Service - to accumulate revenues for payment of principal and interest on general obligatien bonds soid
to finance various special assessment projects. The primary sources of revenues are special assessments and related revenues (including
interest and penalties),

NONMAJOR CAPITAL PROJECTS FUNDS
1981/1992/1993 Environmental Bonds - to ascount for bond proceeds and related revenues expended for improvements to the City's

landtiil.

General Capital Improvernants - to account for capital project expenditures for various non-bonded improvements to certain City-owned
facilities.

Special Assessments ~ to account for bond proceeds and related revenues expended for various public improvements financed in part by
assessments against benefited properties.

Municipal Center- t¢ account for revenues expended for the construction of a new City facility for Police and District Courts.
NONMAJOR PERMANENT FUND

Elizabeth R. Dean Trust Fund - to account for monies provided by a private bequest to finance tree planting and maintenance. The
principal amount of the bequest is to remain intact and invested. Investment earnings are used for the above stated purposes.



CITY OF ANN ARBOR _

RONMAJOR GOVERNMENTAL FUNDS
GCOMBIMING BALANCE SHEET
Junp 30, 2005

Spadial Rovonua
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Parks Parks
Communily Homelang . Sirnpt Tioo Michigan  Maklanance  Repak &
Major Local Communky  Homo  Affcdable  Tolavision  Secudty Construclion  Allamalive Ropalr Ramaval Drup Mol Justica & Repair  Restoraton
Stronts Suenls  Oavelspmont ram  Housin Motwork Fung Codo  Transporation  Millopo & Disposal Enforcomont  Expansion Trainln Milaqn KMilaga
ASSETS
Cash $3.235,285 5331,463 S41,151 300 5 $35430 § 524,818 § $50.768 § 5329.576 $17.485 543,560 5312
Equity ln posled cash and Invesimants (Molo 4) 6,134,488  1905.562 - 665,146 1,847,156 1,356,140 723,840 15,578,314 470,432 10,596 256,599 Bs.0%0 24,683 650,049
Invosirnonts, o} falr vakee (Nole 41 .
Rocoivablos:
Taxes . 458 250 2,295 $,285
Accounts 45,274 J76,159 13538 43,145 32,80 5.509
Spocisl ossassmaents
Accruod lnlarosl and dividends
Improvomont charges
Loans 124206 780,323
Unbillad dislricl coats
Loss: Aliowanca for uncolsctiblos (25,9000 (20,188} {154,865} {2,295} (8,852}
Duo from eiker funds (Nota 5) 87,566 4,424 1,003 313 1329 TR 342 2232 52,530
Dya imwn athar govammanls 531,268 264,051 202 525 52,333
Toll Assals 35,425 007 321505,501 5373.482  3885.953 366,146 52280138 §445710 51403015 $723 B44 S16 415634 Sa7g.as2  _ $10.595 SSEBIS?S 51051565 $70 485 57151907
LIABILTMES AND FUND BALANCES
Uabilas:
Accounts payatio $84,233 520,245 537,903 L4905 $2,500 523,09 3 $w0n £25,577 $424,553 $19,174 1544 535,237 $id3 534390 £55,820
Accriod lighditios 34864 15,283 5,694 1335 118 13410 205 A 344 15203 5020 3519 12,029
Azcrued intorost payablo
Duo 10 othor funda (Mota 5) 32,255 37,086 200,679 93,7592 5265 144,805 157 1.012 585270 483 6.834 246 5,481 53254
Doposlis 10,000 10,000
Colorrod rovenua 125,206 788323
A cornp d (Mol 3) 246,801 158 9112 1,590 18,168
Tota! Llablios 201,352 73,663 373482 BA5959 2616 GD&77 145710 56,202 30,333 1,029,016 25,576 7.378 39.002 5.633 3,190 139,351
Fund Balencos:
Resorved for encumbranzey 25.007 281 4737485 W44 B55 23,081 12,648
Rosorvad for ondgwmanl
Resorvod for dobt sorvica
Unrazorved batancos:
Daskgnated, nonmajor coplint projacts funds
U I d, jar spocial fundts _ B, 198,557 2431018 863,530 2,198.261 1,347,713 653,300 10,850,153 3218 525 A52 99,926 87.295 563,878
Tolal Fund Balancas 8223854 2431818 863,530  2,188.261 1,347,713 693,511 15337615 _ 444,856 3.218 548,573 99,028 67,285 575,526
Toial Liablitizs ond Fund Balancos 38‘425EDO? 52 505|501 33131482 S&BSIBS‘J $655i143 52£59.138 5145.710 51.403.945 S?E.&H 3‘5ﬁ15|834 $470,432 510.596 5588 575 £105 565 SvoARS  £745.007
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ASBETS

Caosh
Equily in podlod cash and invesiments {Nola 4)
Investmonls, at fair vatus (Naola 4)
Rocolvablos:

Taxos

Accounts

Spacial assossmonts

Accrued intarest and dividends

improvomenl chargos

Loans

Unbliad disidel sasls

Los3: Allowanzoe for uneolleclibios
Dua from othar funds {Mota 5}
Dus from othor govarnmonts

Tolal Assois
LIARILITIES AND FUND BALANCES

Liabbitlas:
Accounts payatble
Accrupd Lnbivtas
Accrund interpsl payabis
Duiy i othar fundst [Holo 5)
Dopaalts
Colarred ravonue .
Accrund compansalod absoncas [Nota §)

Tola! Linbiilios
Fund Balancos:

Rozarved for ancumirancos

Rosorved fot endowmant

Raservad for debl sorvice

Unrasorvod balancos:
Dosl d jor capital preg funds
Undesig for spotial funds

Total Fund Balancos

Tolal Lisblitos nng Fund Batancas
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CITY OF ANN ARBOR
NOMNMAIOR GOVERNMENTAL FUKNDS
COMBINING BALANCE SHEET
Juna 30, 2006
{eent nued)
Spetial Revenus
Parks Foderl
Rahab & Paiks Locai Low Equilotie Comatary
Dovolopmoni Spotlal Momesal & Laurg Enforcament Major Shating . Forpotual Local Enorgy Pclico and
Miaga Acslslonca  Contributions  Faciitlos  Block Granl Granls Foreilure Bandomnr Lamo Forfailura Projacts Fira Rokol
$13.500 5216 s2a.910 51,278 $7806 % 545,187
3.893,547 8,655 6,143 BG4.584 £0.805 280,285 57,407 441413 66,777
106285
11,505
8,664 17208 500
(10877)
24,958 3,150
53@32.212 SQEOI £35.052 $9a0i862 516,670 5178238 51291992 3280765 357I40? 53 150 $441,413 3573086
527372 57 $3208 510,395 % ' 532,128 $27AT2 319 % 3 $7.062
2538 214 a8
2,382 15,670 36,835 6
99,469
1853
35154 s 2208 10,395 16670 171,310 27472 18 204 7,062
182,757 32,41
3,734,321 9,194 31.847 A58 036 6,928 102,520 280.746 51407 3,150 441,019 666,004
2897078 9,104 31.8a7 BAD4ET G828 102,530 280,748 STA07 3,150 441,019 686,004
Sii932232 59.201 $35.053 ssnoiasz swlaro $178.238 31291992 SZBOITBS 557,407 Eﬁo 5441413 56?3;:55




ASSETS

Cagh
Equity In poclod ¢ash andd invagimants {Nota 4}
Invntimanty, al falr value (Noty 4)
Rocotvablaz:

Tares -

Accounls

Spocial asseramants

kntorest and dividand

' Improvemonl chaigos

Loans

Unbi¥ad distict costs

Less: Allwanca lor uncoliechibles
Dua from other funds (Woto 5)
Dun feom athar govarnmanis

Telal Assats

LIARILIMES AND FUND BALANGES

Liabidias:
Accounis payable
Agcruod Nabiitas
Accrudd nlerast payable
Duao Lo other funds (Molg &)
Copositt
Doforred ravanus
Accryod camponsalad absances (Note 9)

Totel Llaniitos
Fund Batances:

Rosorvod for ancumbrances
Razorvas for andewment
Rosorvod for dobt service
Unfasarvet balncoes:
Desiy f for capdal projects funds
| g |er pociat funds

Tetal Fund Balances

Tola! Lapistias and Fund Balances

Bl

CImY OF ANN ARBOR
NONMAJGR GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET
June 30, 2008
{concluded)
Dabl Sarvica Capilal Proyjosls _Pormanont
Spocia)
Gonamal Asgossmonl 1891418821092 Gonara! Elzabatn
Dobl Bongs - Environmenlal Capital Spocia hunicipal f. Dean
Sorvien Oobl Senvico Bonds Imprevamanls  Assassmanls Conter o Tewsl  __ Total
§82.814 522217 5 2,748 538,345 5 510,548 $237r 852
195,292 120.5%2 1.483,251 523,10% 16 770,457 65,593 44,534,095
1,314,324 2MEAD5 3435718 °
16,383 BsA22
2,955 1112941 |
641,027 611027
10478 15,584 30,062
11,448 11.488
914,529
157,423 187,423
(15,574} {238,755}
6910 126,782 120 139.083 160,967 503,326
1450177
$286.725 5214041611 saﬁsar'_m S567.535 £159.332  $7.870.497 S!i‘l 12,230 358.420,846
13 £9,957 £34,564 S215 $ s 57,793 $5309,548
758 162,784
$81.902 81,802
40,415 iraem 8,726 52,572 100277 937 1,802,344
20,000
804,933 1,827,928
70681
122,318 1,193 BUE 44.300 55.200 100,277 a8 8,730 4,875.555
290,560 5,726,808
2,103,500 2,102,500
154,407 1.211,005 1375412
3,128,400 612,645 59,055 7.569,709 11,708,820
3363413
162407 1.241.005 348,071 612,645 89,055 7.869,709 2,163,500 54,553,251
szaains 5‘21404.511 31,453,371 565?@-35 51 59,322 S?,s:-'ul497 $2 112.230 550,425 046




Ravanuny:
Tasos

Licansgs, parmits and roglstration
Fodaral grants

Slato sharod rovanuos and grants
Charges lor sorvices

Fmas and losdails

Intarest and panakting

Invostmant incomo

Ranteis

Contributions and donaligns

Satn of propotty ont aguipmont
Intra-govornmental snlas
Mistollonaous

Total Rovonuas

Expondituros:
Current:
Admintelration
Pollco
Strael ropair pad malntonanco
Parks ond recreation
Park cparstons and forastry
Fionning and davolopmant
Communily access lalavision
Utban fodovalopmont ang housing
Capilal oullay
Dobl Sorvico:
Ptincipal ratiremonl
lorost and fiscol chargas

Total Expondiwras

Excoss of Revenuos over
{undar) Expandituras

Other FAnanclag Sourcos (Uses):
Tronsfora in {Nota 10)
Transfars cul (Note 10)

Tolal Othar Financing Scurcos (Usas)

ot changa [n fund batoncos
Fund Balancas - July 1, 2005

Fund Balancos - Jund 30, 2006

CIY OF ANN ARBOR

HORMAJGR GOVERRMENTAL FUNDS

COMBIHING STATEMENT OF REVEKUES, EXPENDITURES

AND CHANGES IN FURD BALANCES

For Ihe ‘Yo Ended Juna 0. 2008

Funds
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Local Communlty Homo
. [

Siroal
Rapalr

Troa Removal Drup
&% Enf

Matro

Parks

Michigan  Malntnnonco
Juslica

& Ropair

Porks
Ropalt

& Resloration

Dovniggmani Milpos el ponsion  Tepininn Itagqn iting
s 1 % 5 5 5 5 58,151,536 3 H s $1.0940,5582
2,129,688
1,288,764 1320422 659,574
5,780,304 1,585,145 200,530 557,058 A6.581
B01,374 173.207 1385335 500
6872
182,357 51,230 15,929 G3,603 30,240 10475 446,026 26,109 343 8,684 2,754 1.265 41,245
108,320
1.0Z23
VET.850
21,454 plik el 1,513 12,040
6,723,335 1,823,582 1,288,754 1,220,492 126249 1,451,938 559574 2150008 10,475 8824814 26,108 7215 885,242 38315 2778 1,864,881
558,712 350,747 103,079 83,549
428,003 5,081 17.057
4.230.298 1.300,518 7827100 148,859
1,580.67T7
1,.7254
2,168,801
1053621
BRZ.007T 1,217,343 TR07T
112723 231,541
5187011 h) m&ﬂ] $3280.754 1,320,422 70,077 1166344 G50.574 2168931 83,540 7,827 100 1725434 fravrh] 148,669 17,057 i 677
1,538 224 514,088 5,472 285504 [48,022) {73,074] HO7 714 {1,699,322) 11.878) 548,573 22,258 2778 360,214
135,088 100,000 250,600 ITELTT 491,532 2,144,178
{1,505 225) 1120,592) (68,075} {40,000 [12,607) {517,201} 540,000
(4370037 [130.562) U025 40,000) 232003 375,672 {25.750) 2,144,178 £500,000)
166,187 Ba.474 B2.057 245504 162 850 302,600 551,055 444,056 (1.876) 540.572 22,2568 2,778 {103,786}
2057487 2047344 581433 1053857 3,154,833 300000 14415663 5094 77,608 84,517 680,212
58,223 854 52,431,818 §563.53CI 32,195,284 51247713 3833511 $153A7.018 3444 858 31215 548 513 Lt Rrd] B7 205 578,524




Ravenuas:
Taxes
Spocial h

83

CITY OF AHN ARBOR
NONMAJDR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVEMNLES, EXPENDITURES
AND CHANGES N FUND BALANCES
For thn Yoar Ended Juna 30, 2008

Licensos. pormils and reglsiraton
Fadoral grants

Slato sharod revenuas and grants
Chargas far sorvicos

Finay and forfeiis

Intotest and panallios

Invoztment Incomey

Rontals

Contibutions and denalions

Sple of proparty and squipmaont
Inira-governmontal 33(83
Mizeollanpous

Tetal Ravonuns

Expondituras:
Current:
Adminisation
Potica
Stroot repair and malntonance
Parka ond rocrogkion
Park opnraliona and forastry
Flanning and davalopment
Community BcCess llavison
Urban redovalopmant and housing
Capltal outlny
Debl Sorvica:
Principal robtamant
Inlarast snd fscal chatgus

Tolal Expandilures

Excass of Ravanuns ovar
{under) Expondituios

Dihar Financing Sources (Uins).
Transfors in [Noto 10)
Transtors oul [Noia 10)
Tolal Olher Flnancng Sourcos [Ugos)
Mot chonga in fund baloncos
Fund Balpnéos - July 1, 2005

Fund Balancos - Jung 20, 2006

[oontinuod)
Fang Fodarat
Rahah Parka Local L Equitable Comutory
& Davolepment  Spaclal Momoial & Count  Enforcomon!  Major Sharing Pomatunl  Lecal Enargy  Polize ani
W buliong Facllig Bla - Il Bangpmgr 16 il B irg Rl
51,500,448 5 5 s $ 5 5 H 5 5 5 5

35,307 563,986

30,000 6,100
2,900
201,336 ) 182,199 3150
97,838 200 55 32465 7 2172 5,007 1,657 17,46 22,804
: 8,000
a7 37,430 3.002 : 9,692
504
2030788 4578 a7 485 233,801 36624 633088 184891 15007 4537 3450 26778 22,0804
235,628 5220 117,926
18213 48,545 122,225 7,052
801,957 5638 2,823
3.002
97,800 63,060 21854 268,009
855,757 40207 654,886 122,226 2,823 117,926 1062
1140091 4,978 314,847 (54888 1,77 GL6E5 12484 4537 3150 (04.148) 15743
3,583 01,778 53,645
358 3719 53,648
1,140,031 4,978 3,847 (84,888) 62565 12,184 4537 3,150 (37.503) 15742
2,757,047 4215 855353 6,928 855 2685 810 478,522 650,262

33,807,078 38,194 331,247 35850467 36,828 3102520 5280746 357407 33,150 T441070 $A05.004




Revanuos:
Tanes
Spodu f arpnt
Liconsas, permmils and segistration
Fodaral granis

Slalo shared rovanuns and granta
Chargos lar sarvicas

Fines and forfals

Intarest and panaltas

Invostmanl incoma

Rantals

Contibubons and deralions

Salo of propory and equipmani
Intra-govammenlal 2alas
Miscellsnaous

Total Revenuos

Expondituros:
Curgnk:
AdrHndstration
Policey
Stroal ropalr pnd munlonnnge
Patks and rocraation
Park oporations snd (ofasiry
Planning and developmant
Communily accoss lalavision
Urban radevolopmon] and housing
Copilal oullay
Dbl Sarvico:
Frincigol ratraman
Intorast and fiscal chargez

Tolal Expandilures

Extoas of Rovonuns over
{undar} Exponditures

Ot Fnansing Seuteas [Uzas):
Transfors In [Moto 10)
Transfary ool [Netn 10)

Totnt Gther Fnancing Sourcos [Usos)

Nal changa In fund balances
Fund Batangas - July 1, 2005

Fung Batances - Junn 30, 2006

CITY OF ANN ARBOR

NONMAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXFENDITURES
AND CHANGES IN FUND BALANCES

For tho Year Endod Jund 3, 2006
{conciudad)
Dbl Sonvico Capeal Projects Fammanont
Specisl
Gonaral Assassmont 1951158921593  Gonorzl . Elizabath
Dabl Bonds « Environmonial Copitat Spocial Munleipal R. Daan
Sorvico 5 o Bonds ¥mprovemanls Asshssmanls Contar Trusl Taotal
$2419380 § 3 - 5 $14,945,956
122,147 122,447
2,129,668
‘. 3,869,043
154,140 8,541,840
155,469 559,750 2924575
392477
39,834 35,854
1737 S2,611 23,925 17,886 1,343 246,545 36,845 1,519,386
5,000
184,162
1,023
157,850
A43 20,013 118 52408
2422170 234,652 112,938 327,455 1343 546,335 36,984 34,304,420
8,661 2247.524
650,227
13,512,503
48,188 2,457,283
1725431
2,199,901
1,056,622
2,180,427
231,282 81,237 1117826
2,142,050 55,000 2,508,050
1,255 630 478 1,329,166
3,407,259 430,478 231,282 01,227 48,1 30,894,074
1985,228) (223,846} 113,538 95213 1,343 755,008 [11,224) 3,370,258
1,045,524 124,091 135,083 160,568 714,701 12,973,845
{210,820} {203,607 (%3812 {100,118} 13,435 837}
1,045,524 {BE Y24} {303,607} 9531 60,848 7,114,704 8738300
(4,295 {310555) (1B2.GED) 191,484 62,151 7,669,709 {11,224} 12,108,567
100,142 1,524,560 3,608,740 429,191 36,854 2,314,724 AR A44 584
3184407 $1,291,005 $3419,071 612,848 390,085 §7869,703 $2,100500 884553261




Revvanues:
Taxes
Speciel asapsamenlsienprovemient chamgas
Fadarol granis )
Stata bnacod rovenues and grants
Liconaos, permits ond regiaumion
Charges for 3zndces
Fings and forfahta
Interosl ardd ponaldos
Iervesiment inoome
Rontaly
Contribctions and donalons
Saln of property and equipment
Inirg-gavarnmantel sates
Mizcallanooys *

Tolol Reverues

Expandases:

Current:
Admiistralon
Polco
Strost reppir snd malnlonanc
Planning and deveiopment
Parka and recraation
Porks oporaticas A farestry
Sold wests
Community ptcoss leltrasion
Urbon redaveiopmant ind hosing
Infocragtion Servicas

Copital tivtiey

Cabl aprvice:
Principal retromont
Intereat nnd fseal chang ey

Total Expenitines
Excess ol Rovenuts oyer {under) Expendiuros
Other Fingncing Sourcas {Uass).
Teonaloes i {Nole 10)
Trasalers out (Hala 10)
Tolsl Ouher Financing Socrce (Uaes)
Nol changes In fund batancas
Fund Baloncos + July 1. 2005

Fung Batancos - Juna 30, 2008

CITY OF ANN ARBOR
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES - BUDGETARY COMPARISONS
For tho Year Endod Juno 30, 2008 .

Major Straate Local Stresle Community Dovelopmant
Varlance vith Viriancs wily Varanca with
Modifed Fingl Bligol Modifiod Finni Busgrt Modbed Final Budgot

Buxiget Actunl  Peddtive (Heqntive) L Acjual  Poalive {Noghtive Buagal Acial  Poyiin (Nogeive)

- 2350704 51,780,754 51,061,850}
SAOCESAT  $5760,106 (S246.241)  S1,651.085  $1.509.145 {551,540)
200 01,974 EO1.174 150,000 173,207 23207
170,000 182,351 12,351 45500 51,230 5330

43,000 157,650 114,850
12,000 24,454 DASE

620,747 5721315 401,588 1846,985 1420800 {23400 2350704 1268764 13,061,650

1LMGLT96 809,185 W0LeM 816263 106,747 419,516
5374452 427818 1,096,636 16423503 1209516 LA

153,461 BO2,007 62,41

54B5,248 5,107,011 1,268.237 1542391 1L M9S516 332,877 2AE0704 1208754 1,064,050
{(253501) 1,516,324 1,789,825 204,557 514,066 309474

645,000 135084 (S0aani}

1,105 475 1,505 228 355 750 (204.562) (125,552} 75000
A6 AT 1,270,437 909,56 204,552 126,552 75,000
(H2.976) 166,187 850163 WEATL 384474
SOT B a.057,4 7,055,657 2047 344 2047344
A28 015 SBIIAGAL 57,630,719 52431818

gmism
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CITY OF ANN ARBOR
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES - BUDGETARY COMPARISONS
Fot thn Year Endod Juno 30, 2008
{eonl

Home Program Alfordable Houslng Sammuntty Talavision Hatwork
Varance with ‘Yvarlance with Varlanca with
Moafied Final Budget Motified Flal Budgel Wogifag Final Budgal
Buqal Actual Pogithen (Negatva) Budqmt Actuat Prozitivn [Hon Buagal Actul Potifive | Haqathm]
Revenuny: -
Thaes
Special aszassmentsfimpaovement charges .
Fogaral granis 53052616 51,320472 {$1,132.154)
Sindg shared FEvanuDs and Qrant
Liconsma, permily ong regiatation -
Chivges lor senicas 336,500 $108,320 $68.620 $1.210.080 54,268,235 3110245
Fioia and lodoils
Imerast and ponal e
v By tment INCome 5000 19,925 14,520 36,000 63,602 L0
Rentots
Contribubara B donstions 1.000 1,000
Sy o) propetty and squipmenl E ] (7.315)
Intra-govemmantal saes
Mbgoianoous
Totol Revenues 2052616 1,320,422 {1,732154) 44,500 120,240 B 740 3243455 1,451 838 128483
Expongtures:
Cumant: .
Agminstraton 148,845 103,075 £3.866 44,500 44,500
Polca
Slreal repalr and meinlanance
Planning and dovedapimont
Farka i recrestan
Parky operations & farpatry
Sold waslo
Community pecesn tolevision 1,025,404 1053671 [IZ.14D)
Urban redaveiopment ond housing 2.00,6M 1,217,343 1,684,328 551,209 79077 482,132
Information Serdces
Capll outlsy Jiomz hhraral 197,289
Dabl 1orvico.
Principal rotirerient
interes( nnd facal charpoy
Total Exponditures 3052618 1,220,422 1732154 BOs 100 IG.07T 526,632 123493 1,100,344 165,143
Excass ol Revenuey over junstr) Exp {561,209 50,172 613,301 {18,008 205 594 303,633
Qitior Financing Sources (Uses):
Tramlers in(Nole 10} 100,000 100500 [40,004) {40,000}
Trara!eds out (MNota 10) {68,075) {BR075]
Told Other Financing Sources [Usas) 31075 s {40,000} {40,008
Hof changes in furd balaneas (525,204} =057 641,381 (58,038} RA55H 303,632
Fund Bnlantes « July 1, 2005 530,284 - SB1433 52,149 L3038 1,552 687 3,8 GZD

Fung Balances + Juno 30, 2006

S&ﬂ;ﬂﬂ SE53,500 32108241 Ssillﬂ 261
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CITY OF ANN ARBOR
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGETARY COMPARISONS
For the Year Ended Juna 20, 2006

[ooniraed)
Homatand Sacuriy Grant Construction Coda Allernattve Transponalion
Varignce wilh Varianco wih Waranca wilh
Modilad Flnal Bucgel Mok fing Firal Budgel Madiflod Final Budgel
Budqat Achual Posithve [Negathve Buiga! Actual Posltve (Nagathe! Budgal Actunl Pogitt [Negnthm
Rovenues:
Taxes
Specinl pressmenisAmprvement chamos
Fedoral grania M5 059 $E659,5T4 {5284,485)
Slale thared ravenuos ond (ronls
Licansca, pamils and rogisiration 20523 $IaZbeA [5122,628)
Chargas for scrvicos
Fines and farizits
Injoresl g panadies ’
Invaslment incoma M0.240 30,240 $10.475 0475
Renaty
Contribitiony and donodony
Sala ol property ond egulphict
Intr-govermmordal $akf
Miscolanocuy 2,000 [2.000,
Total Revvenues 650,574 205 485! 2254793 2,159,908 {54 285) 10,475 10,475
Expontures;
Cumant:
Adminiabmtion AT5E77 83,549 202,125
Folcn - 502,730 426,033 154,697 . )
Stroet repalr ond mainienance
Flanning nnd deveiopmanl 2554293 2,189,951 354362
Parks and reersatian
Parks operations & forsairy
Sold wists
Community aocasy telivision
\irban rogeveiopmenl and howvslng
Infoimatian Senices
Chpin! outity 6L 2050 130,768
Cobt sonvice:
Princlpa! rotrament
Intooal phd Macad chamas
Tolal Expondtures 45,084 659574 285485 1,554.390 2,169,511 54362 AT5GTT 83,545 vl
Excoss o) Ruvenues aver (uader) Exp {300, 0001 140,023 259977 {Ar5677] (73,014} 302,600
Quhet Flanelng Sources (Usesh:
“Translers in(Hote 10} 300,000 250,000 (50.000) W5ETT aELIT
Translors out {Hele 10) {1067
Toln Other Finhnglng Sourcea [Lissa} 300 000 232903 * (5A.000) ATE6TT ITSETY
Nl changes in fund balances ' D630 200977 2060 M2.603
Fund Balances - Juty 1, 2005 128158 §.154 833 1026678 290,008 300,004
Fund Bolances - Juna 30, 2006 3125158 S!.M?.?!_ﬂ $1.236 632 $43 511 5593‘511




Revanues:
Toxes
Spaclal assesamentsfmprovement cnagel
Fovarnl grants
Stalo 3hared revenaes and grants
Licenaas, parmita ond reglatration
Charges for aendcey
Finaa and farfells
|rdorest g ponaltes
Tvestmant lngome
Rentits
Centributona nnd donationa
Spto of propetty and equipment
Indr-govommontal safes
Mg coknnoouy

Tatel Revonues

Exponciiures:
Currant
Agrraniataabon
Polica
Straot repall and manianancy

Pbrks tporations & foreairy
Solid wasts
Comnizity ACCash lolavition
Lirban redevalopmant and housing
Indormation Sarvicea

Copital owtlay -

Debt servica:
Printipal rellsomend
[ntersst 0nd oy chargod

Tots! Expandilures
JExcodd of Ravanuas cver {undker] Expendiures
Qiher Flnancing Souwrtea (Usea|
Teanalor kn {Mole 10}
Tronylnry out [Nota 19)
Tolal Qiher Flnancing Seuces (Uaas)
HNet changes [n fund Baances
Fund Balancos - July 1, 2005
Fund Baiancas « Jung 3, 2006

-

CITY OF ANN ARBOR

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES - BUDGETARY COMPARISONS
For the Year Ended June 30, 2006

88

{consnued)
Strwet Ropair Millage Trea Removal & Disposal Drug Enforcoment
Varlanca wilh Yarlansa with . Varianca wilh
Moafod Final Budgol Modified Finod Budgal Soddied Find Budgot
Bugel Achot Pasithn (Hegotive) B 1 Actug!  Postih (Nsgaive Budgs Actunl Lver
80242925  SHE51,535 550,589
200,530 200,530}
5T.000 36672 5120
440,005 (446.020) 526109 526109 EoR) Ma
33351 nasn
25222 26322
BITEITH 524 B4 (88 BAYY 26,109 26,104 7,000 1215 215
12,000 4,09 2008
STM.E37 T.027,100 1,007,507
2344178 1I25 AT L1817
Ty TRI 0 1,907,537 2044378 4725411 . AR 747 32,000 .861 2000
[1,458.381) SGT. 714 1,320 G54 {2144470) [1,699,329) 444 855 15.000) {1,576} 3124
400000 41145 1,532 244,178 ;144.1 78
{230, 53) {517,201) LT rsH,
ED458 (25,758 (86.227) 214478 2,144,178
£1,397,850) ikt 2350848 444,856 444,855 {50003 {1,676) 3
167,003 14415663 1BYT IO 5,000 5,004 ;1]
51_5&,515 $15£1" G618 3444 056 m.ﬁ 53218 33218




SCHEBULE OF REVENUES, EXPENDITURES AND CHANGES IN

CITY OF ANN ARBOR

FUND BALANCES - BUDGETARY COMPARISONS
For tho Yoor Endod June 20, 2006

Leontinued)
Mutro Expanglon Michigan Justlcs Tralnlng Parks Rapalr & Rostoratlon Millage
Vananca with Varianca with Variance with
HModfisd Final Qudgel hiafod Final Budg el Maodified Final Buggal
Curigel Al i (M agBtv [:] Actual Poaithng (Woqgativy’ 1 Aclud Poaitivh | Naqatie
Rovonuos:
Tenes 1885000 5 L, M40582 5 55,552
Specia asaesamentiimprovem.onl charges
Frdorsl grants
Sipto shared revenes Rl geants $3I5T0R1  SEBT.OS0 $320,977 $30.000 $35.961 $5.561
Licons &, pormits nnd registratian .
Charges lor apnices 00 500 2200 12200}
Fines and lariely
Intotest i penahiny
Irvastmond incoine 5,684 8,654 1.000 2154 .75 11,246 41,246
Rontols
Contribytions pnel donatons
Saks of proparty and equipmant 1022 1,023
Indre~governimontal 3ales
Mk colfangous 13,040 12040
Tote! Revorues 2S04 B58 242 339,161 31,006 pi 3] B315 1,687 300 1,594,091 107,641
Expandiluras:
Current;
Adminlairation
Puolica " 42,000 705 FLR B
Sirogl ropalr Al maIntanANGE 357,004 145,669 210,432
Planning and gavalopman]
Parks angd recreaton 1.B87.200 1,598,677 208,523
Parks aparstions & foreatry
Solid wavia
Community aLcnsy lolaiskn
Urban fodevpiopmond and howusing
infanmation Services
Capital oubiay
Dabt service
Printlpal rolirement
Irdareat and fiscal shargew
Total Expentiees 357,081 145,662 2i0 412 A2 D00 17,057 24,943 1,87 200 1,598,617 2808 821
Excoss ol over {under) E. HO 5T G513 {11,000} 22258 2258 WEAe 05 214
Qiner Financing Sosces (Usesk
Tranatans in {Hate 19}
Tronaters oud {hoto 10} {500,004 [ 500,000}
Total Qmer Financnp Sowces [Uaes) S0 D0 504,000
Mol changes In lund batances HESTY IS {11,000) 22258 32,150 {500,000 {103,780} 5214
Fund Oplanges - July 1. 2005 15 000 TT6EA B2 88A 500, 00 GRO 12 160,312
Fund Bances + Juna 30, 2006 sswgn 545 573 54 D00 553 626 305026 3576 526 357520
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Revenves
Taxes
Spaclal pasessmanitimpigvoinent Charges
Foders! grants
State shared revonogs ond grants
Ucames, pamits and reglatraton
Charges lor servcas
Finea and forfolls
[moraat and poraries
Inveatment Incomo
Rancals
Contribulbxana ond danations
Salo of propeiy oo ol penidl
Inira-govornmantal Lias
Miscolianeous

Tolal Rovenues

Expenddures:

Current:
ASminatraton
Polica
Stracl ropay and FIHINAN S
Planning and devesopment
Pk 0 mdreation
Porks oparakons & lormaly
Sold waals
Communty occoas telewsion
Urnan redavelopmiant snd heusing
Infarmation Servces

Capital outay

Dam servica;
Principal rotirement
Inlarosl ond E3cal chasg ey

Tolal Expand tures

Exco2y of Roverus Dver (Lodar) Expandiures

Other Financing Sourcea |Usoa)k
Trarafaers In (Wola 10)
Tronslers ow (tiate 10)
Total Oher Finandng Sowees (Uasa)
Nalehanges I hnd batancea
Fund 8plancas - July 1, 2005

Fung Bpcances - Juna 30, 2006

CITY OF ANN ARBOR
SCHEDPULE OF REVENUES, EXPENDITURES ANC CHANGES IN
FUND BALANCES - BUDGETARY COMPARISONS |
For tho Yenar Endod Juna 30, 2005

{tontinued}
Parks Rshab & Dovolopment Mitlago Spaclal Avtlelanes Parks Mamorial & Contribullons
YVaniance with Vaorlenca with Varance wih
Modled Finl Buag el Mogifled Flnal Budgel Mocifiea Finad Budget
Cuderet Achal Prsithe (M galvs, Budnel hctual Poalthm [Negathm Bodgnt Actun Foallve [N I
5 LeLd 5§ 1900448 § 135576}
30,00 38000
54,000 9r.828 43835 50 : $104 $150 555 $55
5,600 4.1 (822) 70,000 ITAID {32.570)
5 S
1,593 034 2,039,788 46,764 5650 4,078 {673} 70,000 7485 [32.515)
2379159 801,957 1,577.202 70,000 5.608 £4.062
5650 5650
425041 57,600 ar2a
2,804 210 5257 1.D04 483 5550 5550 10,000 5,638 64,362
{811,108} 1,140,031 1,581217 A58 4978 31,7 21,847
(@11,488) 114000 1851247 4978 4198 N47 ALBd7
11,386 2I5Y,047 1,545 861 A6 4218
£3.057.078 $3.097 078 59,184 £9.154 511 84T 331,047
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Rovenuss:
Taxaz
Spoecin) nssassmentafmpravomen] cHangss
Fodoral granly
Slato whirad revenuss And granty
LiGensas, prrmits pnd reg birason
Chames for canvicos
Fmea ond borfeity
Inlanasl ang panaibes
Irrvestment income
Rontaly
Contributions and oonalony
Sals of property 2nd oquipment
IIERQirve IMmEntal § ey
MALCOMANGOUE

Tola) Aavniuwdd

Eapondilaras;

Cumnt
Aominiatration
Potlca
Streat repalr snd malntenance
Fianning snd develapment
Prarks and recreation
Parks tporations & leresty
Solid wasla
Commually accosa lelaviaion
Urban redaveiopment and hausing
Infarmation Sendcey

Capltal outlay

Debt parvice:
Printpn tellroment
Inkgreat and Ascal chares

Total Expmndiures
Excasy of Rawvenoey ovet {under) Expendiumg
Othor Finoncing Souwrces (Usas).
Translara In{Nain 10}
Transfors out {Hoto 10)
Tolst Cther Financing Sources [Uaes)
Nel changes in fund bafancas
Fund Balancos « Juty 1, 2045
Fund Balances « Juns 30, 2006

CITY OF ANN AREOR

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGETARY COMPARISONS .

Far tho Your Ended Juna 30, 2008

{conthnuod)
Court Faclities Locw Law Enforcamant Black Grani Major Granis
Varanco wilh Varlancn with WVarlaneo with
Modfloa Final Budgol Mocifag Final Budgsl hlodified Final Budgal
Bodge!, Achenl Patithes {Maqativa] Budgal Actu Potitve [Naqathn} l Astual Pocithva {Nogathve
562492 38507 {%28.185) $a5.zr §563,980 51808
162,480 66,100 {R6.305)
5225000 $201.336 {$22,664)
32485 32465 . nr n?
3002 002
2000 gm0t am _ gzdm 3N {25888 __ 713774 c:oe (80,5581,
FIgh .l 235029 35371 252490 M5220 (D2, 730}
36,392 8213 18179 210,636 LR5ME 162,091
2002 {3.002}
15,000 GH.060 {48,060) 26100 2,91 +,10G 314,18 268,059 ’ 46032
200,800 28659 {11,865] 52,452 AR 0T 22,288 Trrasy GG BES 112,254
{61,800} (G480 {2,058} 2.5 {3.583) [£34B3Y (31778} 21,705
3,583 {3.589) 63483 nra {31,705}
&0, 00
{40,000} EX:) {3589 B3,483 3 {3,705}
(101600} {54588} (3,088} '
120,800 G955 155 M 555 620 6828
SWIODO §sm457 Sﬁ|ll»67 50,528 SBIEEB
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Reverue):
Taxes
Speanl nasosImEnAEpvemant Carges
Faderal grants
Stnts shoted fovorusdd &0 Qronts
Licanses, parmits i regisiaton
Chapes for sandces
Flnes and lorests
Inlermal and panollizy
Invesinenl income
Rontaty
Contritatons and condions
Sals ol proparty and auipment

Intrz-povernental salel
Miscellanoous

Yolol Rewvermns

Expenddures:

Cumrpnt:
Aminarabon
Peles
Stroel repair tnd malnienancy
Fiaaning A deeelapment
Parks and racreation
Povka operations A foresly
Solid waslo
Comummity sccass telovishon
Urban redevelopmon] and howting
Ik Sorices

Caopilal oulizy

Dbl 3ordcn:
Principad reticement
tnierast ond dscal chaegna

Totol Expandhyes

Excess ol F vt jundarn) E

Ot Findnaang Stwices (Usast
Translern By [Hole 10)
Tranalern ot [MNota 10)
Telal Qthar Finoncing Sowces [Uses)
el changes i fund Balancos
Fund Baancas - July 1, 20405

Fu Balhnces » Jung 30, 20046

CITY OF ANN ARBOR
SCHECQULE GF REVENUES, EXPENDITURES AND CHANGES N
FUND BALANCES - BUDGETARY COMPARISONS

92

For tho Yoar Ended Juna 30, 2006
(rontnuns)
Fadaral Equitabla Sharing Fodslium Bandemer Cematery Porpolual Cera
Wiwlarca with Valance with " Voelanca with
Modfios Flnal Buoget hoiflad Flnxd Budge! Modfed Finnl Budgal
Budget Actual Poaltve L1%:] Budial Achunl Poative fNegalhve) Hudl Actual Positiva {(Hoqpihve
5 $
34200 ($4.200 2.900 2500
3132933 SIBL1IG 540,184
772 FAFF] 4,180 00T 4527 1,637 1.637
6,000 5.000
4,500 (4500}
132,537 184 290 51,648 5360 15607 o627 A 500 4,537 ar
170,610 122326 43193
21618 2823 18785
170,819 122336 48,253 2168 2823 18,765
137,685] 62665 100,354 {13238 12484 2542 4,500 4,537 37
{37.586) 2685 100,351 [13.238) 12,184 25422 &, 500 €537 a
23,600 19858 2189 13,28 268,562 25204 52,870 S2.670
nmim 102,520 SZMINE 3280, 748 34500 357,407 $52 00T



Revonues;
Texos
Spocial 3scismEnSAMMIVNAn] Chaes
Fodord] grants
Stola ahorod rovers pnd grants
Likaraos, parmiis bnd roglsimion
Chargos for sarvicod
Fings and Kirtaits
Intares! and panaltica
Inypalmend Incoime
Renlay
Conlabubony and donatons
Snln of proparty and squipmont
Intr-governmental ssks
Hacallanecus

Yo' Revenues

Expandiuros:

Currond:
Aoministration
Polica
St repalr ood matnlanixicy
Planning bnd davesdpmest
Parks and recroalon
Parks oporalions A joreatry
Soig waate
Community accass telavision
Urban rodevakopment 3nd houdl ng
Information Sarvices

Copial outtay

Debt sanvce:
Principal relirement
Intergal end fiscal chargrs

Telr Expendtnns
Ere;a of Flaveoues over junder) Expendatures
Olhtd FANCIng Sonacas {Las )
Trorafer in (Kotp 10)
Transfans out{Nato 10)
Totod Other Financing Sources (Usea)
Med ehanges bn fund baltncas
Fund Balances « Juty 1, 2005
Fund Balancas - Juna 30, 2008

CITY OF ANN ARBOR

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BURGETARY COMPARISONS

For the Year Ended June 30, 2006

{eonchuded)
Enargy Projects Polica and Flre Ralis] Gaparal DeblL Service Speclal Astaraments-Debl Sorvica
Yarianca with Yarmea wih Vanance vwith Varance wih
Modied Fina Buggol Modfied Flnsl Budgal adified Finpl Buaget Momfied Finot Buagal
Buagel Aensl Peaithm (Noqative) Budgnt Actunl  Posline (Negatne, Budael Achun Posithe [Neqntive Budgel Aciual Poaliva {Nogotiva)
S 240,112 $2410.9% $t8.078
1247 5122,547
100,000 19804 (60,106}
2000 S17ME 315,146 510,000  $22804 sz 2,000 1y {263) 9,000 52511 43511
0512 9632
A3 443
11,632 25778 151G 10,000 22 BOd 12,504 2403112 2422130 18058 106,000 14,0 105552
20,000 urms (57.026) 17,000 86061 B339
7,082 {7.062)
140,000 140,000
3,563,541 2.141.050 1420491 305,000 065,000
215659 1,235 GBS 1,060,071 73849 13478 an
160,000 117 638 A2.074 1062 {1062} 5,897,200 2407 399 2489 801 LR AJBATE a7
145 368 01,145 57,230 10 00 15742 5Tt 3 AL O N5 F1e) 2 [ k] 325 648 223 026 106,
S35 5185 350335 1.045 524 [2480,811] 124,094 124,091
[210,8320) {210,820}
SLEIS SRS 330335 0G5 {24BOBIY (86,220) 186,723)
[9.723)  (37.500) 5220 Wod (1542 sT42 g7 64,235 20,040 {329.049)  [310,555) 15,254
B 723 ATR SR 283749 B50,262 550 267 ’ 104,112 0112 225,849 1,831,560 11491711
544\.01-_9 441018 $10.000 SM‘ $456 004 5360 247 Sim;lu? 5328160 3!211.&5 51211005
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ASBETS

Currant A'ssetsr
Cash

Equily In poolad cash ang invasiments {iote 4)

Accounts racalvable

Loss: allowanca lar uncollectibles
Dua from othar funds (Moto 5)
Prepald llIsms

Invantory, at cosl

Tolal Curront Assots

Capital sssals, at cost {Note 7}
Land
Bulldings
Improvemants othar Lhan bulltings
Vvahiclas
Machinery and cquipmaent
Leas: Accumulatod deprociation

Hat Properly, Plant and Equipment

Talal Assals

LIABILITIES

Curront Lisbilitlas:
Accounts payabis
Estimeiad clalms payable
Accruad lpbilitias
Due to other funds (Nole 5)

Accrued compensated absences - short larm [Nute 9}

Total Currant Liabilitios

Long-Term Liablilies:

Accrund componsated absances {Note 9}

Total Long-Temn Liabillles
TOTAL LIABILITIES
Nel Assels:

Invasled in Capital Asssis
Unraslictad

TOTAL NET ASSETS

CITY OF ANN ARBOR
INTERMAL SERVICE FUNDS
COMBINING STATEMENT OF NET ASSETS
Juna 30, 2006

94

Park
Central Infarmation Sorvice Flaat Projact
Slares Technolegy Headguarters Sonvices Management Insurance Total
515353 59,250 51,351 $67.904 847,684 %1,883 $143,435
865,982 3,002,053 2,379,643 5,845,624 12,093,302
5,864 51,975 4,256 62,085
{103 {12,118} {4.258) {16,507)
55,134 21,358 10 207,529 355,415 18,564 658,002
1,884 ’ 4,863,327 1,885,221
428,791 33890 767,692
1,365,260 3.034.545 1,361 2,999,700 442 955 7,750,418 15,594,240
98,440 96,267 194,707
90,663 152,759 257,843 500,685
62,407 62,407
7,051,803 7.051,803
75,733 346,532 : 2,634,157 3,053,422
{123.401) (12,8687} {150.483) {7.560.703) {7.847.484)
42,995 333.645 100,106 2,538,774 3,015,520
1.408,255 3,368,190 101,467 5,538,474 442,956 7,750,418 18,608,760 _
20,176 213,036 4,778 132,274 608 143,238 515,000
2,635,056 2,635,056
3,406 27180 701 21,185 29,482 76,826 158,780
5,948 10,425 252 21,753 134,218 7443 180,079
1,708 17.825 897 1,366 21,796
31,228 251,441 5,731 193.087 165,285 2,683,929 3510781
12 275,724 2,822 18118 J05.874
12 275,724 42,822 18,116 306,674
‘31,250 251,441 5731 465,811 178,117 2,882,045 3.817.395
42,995 333,645 95,736 2,538,774 3,014,150
1,334,010 2,783,104 2,530,888 264,839 4.868.373 11,781,215
$1,277,005 53,116,749 $95,736 55!059!663 $264,838 54,868,273 %14,792,365




Optirating Revenuas:
Charges for sarvicos
Miscallanpous ravanuas

Tolal Operating Revenuos

Oporalng Expanses.
Parsonal services
Murtarials and suppbes
Ullitios
Insurance
Conlracluzl sorvices
Maintanance
Professional foos
Miscalanonus
Cost of goods sakd
Municipal servica chomge
Infermation Technology Chargos
Dapreciation and amertzalion

Tota! Cparating Expanzas

Oporaling income (Loss)

p (Exp

Invastmant incama

Interast sxponeao and fiscal charges
Not gain an retiroment of capital assats

Teta) Nonoparaing Revanuas {Expanses)

Incomo |Loss) Before Transfors

Transfors tn (Nota 10)
Transfors Cul {tota 10)

Nat Transfors In (Cul)
Changa in Mot Assels
Wet Atsets - July 1, 2005

Wat Assats - June 30, 2006

CITY OF ANN ARBOR

INTERWAL SERVICE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
For the Yaar Ended June 30, 2006
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Park
Cenlral Informalon Service Flaal Praject
Slaros Technalegy Heaadquart Sorvicas Managament Insuranco Tatal
$1,202,3269 §5,126,038 $141,408 §5,220,97¢ §1.866,238  $16,810,235 §30,467,258
549 10.fi26 11.407 : 22,562
1,202,369 5,125,587 141,408 5,231,596 1,877,745 16,910,235 30,489,940
211,853 1,486,443 42,729 1,402,319 1,239,521 217,202 4,699,867
23,995 734,934 B.521 25,563 27,208 4,963 826,305
2,597 38,668 58,865 5,081 9.935 116,445
588 872 3,696 25,824 1.488 14,743,427 14,775,985
98,168 153,534 5.722 5,680 1,238 245,383
6.591 53,783 1,850 71,598 43,600 177.422
84 58,467 214,428 272,979
4,125 15,108 396 1.589 22,120 1.186 44,924
597,170 {1,824) 1,388,219 1,983,565
3,692 416,828 6.048 128,486 262,176 246,086 1,091,435
14,465 128,217 . 89,277 268,084 47,559 548,602
4,897 12,867 3,287 912,359 . 933,530
897,456 3,000,417 131,614 4,058,415 4,873,222 15476.130 25,736,254
204813 2,027,170 9,794 1,173,181 {85.477) 4,434,105 4,753,666
21197 38,252 144 45,234 257,140 361,667
(17,551} (Y7.587)
B4,517 21,517
21,157 38,257 144 126,751 {17,561} 257,140 425,903
226,110 2,065,422 9,938 1,299,932 {113,058} 1,691,245 5.179.569
30,00) 255,&;‘02 425,939 711,641
(5535} (1,738,105} {48,042) (664,178} {2,456.161)
(5.635) 30,000 {1.482 404} 77,897 . (664,178} (1,744,520%
220,275 2,095,422 9,938 {182,47v2} 264,839 1,027,067 3,435068
1,166,730 1,081,327 85,788 5,252,135 3.841,306 11,357 266
51,377,005 §_3.11G;75__§ 895,736 85!059.653 $264,830 54.658!3?3 514,792,365




Cash Mow from operaling aclivilies:
Recsipts from customers
Recelpts from inlerfund servicas provided
Paymants to suppliors
Faymants on bekalf of emplayoes
Paymants for Intarfund senvces used

el cash provided by {used In) cperating pellvilas
Cash fiows (rom noncapital fnancing activitias:

Transfars In

Transfars out

Nat cosh Mows provided by {used in} noncapltal finoncing activities

Cash flows fram capltal and relaled finoncing activities:

Procands from sale of equipment

Acquisition of capital assols

Nal ¢cash flows used in capital and ralated
financlng acllvilies

Cash ilows from invasting activities:
Intarast and dividands on invastiments

Wal cash flows provided by invesling aclivilies
Mal increase {(decroass) in cash and cash equivalenls
Cosh and cash equivalents - July 1, 2005

Cash and cash equivaients - Juna 30, 2006

CITY OF ANN ARBOR
INTERMNAL SERVICE FUNDCS
COMBINING STATEMENT OF CASH FLOWS
Forthe Fiscal Yoear Endod Juna 30, 2006

Park
Central Information Sarvica Flael Project
Storos Technglogy  Hasadquartars Sarvicos Manzgament Insurance Tolal
51,202,368 §5,126,567 514,408 56,225,865 $1,637,688 $16,910,235 | 530,444,352
33,238 " 9080 . 42,328
{754,263) {1,534,459) {85,531} {1.810.485) - [652,241)  {18.641,602)  (23.478,601}
{224,849) {1,376,524) '{39,753) {1,388,209) {1,204,663) {200,883} (4,524,971}
(21,358} {18,102} {6%,685} (221,187} {755,515} 1,105,637}
256,475 2,263,336 {1,978} .1,937,415 (330213} {2,687, 705) 1,377,271
30,000 255,702 425,929, 711,611
{5,835) : {1,738,106) (45,042} [684.178) {2,456,161
{6,835} 30,000 {1,482,404) 77,997 (654,178) 1,744,520}
121,010 121,010
(346,532} {710,884) {1,057 416}
{346,532 {580,874 {936,406}
21,197 38,252 144 45,234 257,140 361,067
21,197 38,252 144 45,234 257,140 361,067
274,837 1,825,056 {1,834} (89,628} 47,684 (3.094,803) {841,688}
609,408 1,086,247 3,185 2,537,175 8,842 320 13,178,428
5881335 53,011,303 $1,351 52,447,547 347,604 53.847,517 512,236,737
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Raoconclliation of operaling incoma {loss) o
net cash pravided by {usad n] cperaling aclivities:

Hal gpearating income (loss)

Adjustmonls to reconcile pperaling Income (foss) to net cash
provided by {used in} operating eclivilas:

Copraciation ond emortizalion

* CITY OF ANN ARBOR

INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF CASH FLOWS
For lhe Flscal Year Ended Juna 20, 2006

{Increaso) decrease in assots and increnso (decrease) [n labiities:

Allowanca for uncollectblo accouns
Accounls rocoivable

Inventary

Prapald ltams

Acoounts payalik

Accrued compensated absoncos
Estimalad claims payable

Accried Habliles

Dua to alher funds

Cue from ather funds

Mel cash provided by {used in) oparaling acivilles

97

{Concluded)
PRIk
Contral Infesmation Searvice Flesal Projest
Stores Technology Headguartors Services Managamant Insurance Totsl
$204,913 $2,027.170 59,794 51,173,781 ($113,058) $1.434,105 54,736,105
4,967 12,847 3,287 912,358 33,530
12,118 12,148
(8,731) 51,975) {57,706}
46,663 (16,451} 31,212
{1,884) (440,460} (450,344}
(8,203) 150,251 2,996 (51,287} 698 85,203 170,645
{25,342) (568) 25,978 13,719 . 4,695 18,484
(3008377 {3.009,377)
208 27,180 613 {11,858) 29,482 1,584 47,110
4,531 9,060 (18,092) (49,780) 134,218 (756,778) {676,787)
28,705 {21 358) [10) (29,8051 {355415) 1,201 (386,722)
st&'lﬂﬁ £2 2035335 ELE?B) 51 !93'!.416 $320,243 $2 687,765 1,377,271



CITY OF ANN ARBOR
FIDUCIARY FUNDS
COMBINING STATEMENT OF FIDUGIARY NET ASSETS

ASSETS

Cash

Equlty in pooled cash and Investments (Note 4)

investments, at fair value (Note 4):
Short term investmants
U.S. Government abligations
Guaranteed investrnent contracts
Collateralized Mortgage Obligations
Domestic corporate bonds
Domestic stocks
Real Estate-Direcl & funds

Accrued interest and dividends

Due from other governments

June 30, 2006

Praperty, plant & equipment (net of depreciation of $23,463}

Total Assels

LIABILITIES
Accounts payabla

Total Liabilities

NET ASSETS
Held in Trust for Pensicn Benefits and Other Purposes

Employee
Retirement Funds
Employees’ Total
Retirement VEBA Pension
System Trust Fund Funds
$1,284,706 3 $1,284,706
1,554 1.554
6,272,826 1,494,018 7,766,844
36,243,383 36,243,383
12,420,020 12,420,020
14,967,711 14,967,711
29,801,136 15,812,847 45,703,883
258,344,207 35,315,843 293,660,050
45,076,473 2,919,135 47,995,608
773,444 155,336 528,780
344,710 344,710
3,351 3,391
405,621,967 55,698,733 461,320,700
2,351,195 37,779 2.388.974
2,351,195 37,779 2,388,974
$403,270,772 $55,660,954. $458,931,726




ASSETS
Cash

Total Assets

LIABILITIES
Agcounts payable
Due to other governmenis
Deposits

Total Liabililies

CITY OF ANN ARBOR
FIDUCIARY FUNDS

COMBINING STATEMENT OF FIDUCIARY NET ASSETS

June 30, 2006

Agency Funds

Treasurer's Treasurer's Fifleenth Total
Current Delinquent Contractors' District Agency
Tax Tax Retainage Court Funds
$82,878 $1,316 $673,637 $178,865 $936,696
$52,878 31.316 $673.637 $178,865 $936,696
$82,878 $1.316 3673637 § 757,831
111,001 111,001
67,864 67,864
$82,578 $1,316 $673,637 $178,865 $936,696




CITY OF ANN ARBOR

FIDUCIARY FUNDS
COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
For the Year Ended June 30, 2006

ADDITIONS
Invastmen! income:
Net realized angd unrealized appretiation
in fair value of investments
Interest
Dividends
Total investment income
Less investment expensa
et invesimenl income
Contributions:
Employer
Flan member
Tola! contributions
Tolal additions
DEDUCTIONS
SBenefits
Refund of conlribulions
Adminisirative expense
Total daductions
Change in net assels

Net assels held in trust for benefils at beglnning of year

Nel assets held in trust for benefits at end of year

100

Employee
Rellrement Funds
Employaes'
Rellrement VEBA
Syslem Trust Fund Total
529,947,537 S $20,947,537
10,131,086 1,517,575 11,648,671
1,770,201 2,302,136 4,072,337
41,848,834 3,819,711 45,658,545
1,759,978 169,426 1,528,604
40,089,656 3,650,285 43,739,941
2,897,639 7,065,913 9,963,552
2,851,544 2,851,544
5,845,183 7,065,913 12,015,086
45,938,830 10,716,158 56,655,037
22,567,344 22,567,344
611,444 611,444
7,508,880 18,584 7.527 484
30,687,668 18,584 30,706,252
15,251,171 10,697,614 25,948,785
388,019,601 44,963,340 432,982 941
5403.270,772 555.660.954 £458,931.726

/
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CITY OF ANN ARBOR
AGENCY FUNDS

SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
For tha Year Ended June 30, 2006

Balance Balance
July 1, 2005 Additions Deductions June 30, 2006

TREASURER'S CURRENT TAX FUND
ASSETS
Cash
Equity in pocled cash and investments {Naote 4)
Accrued Intarast
Due from other funds {Note 5)
Total Assels
LIABILITIES
Accounts payable
Due to other funds (Note §)

Due to other governments

Tolal Liabllities

$813,609 $1,174,682,124 $1,175,412,855 $62,878
126,957,661 126,857,661
5,344 5,344
204,818 204.818
$813.608 $1,301,849,0847 $1.302,580.678 $82.878
$43,658 $258,180,018 $258,140,798 $82.878
1,641,731 1,541,731
769,851 769,851
$813.608 $258,721,749 $280.462.480 $82.878




SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES

TREASURER'S DELINCLIENT TAX FUND
ASSETS

Cash
Equity in pooled cash and invesiments (Note 4)

Tatal Assels
LIABILITIES
Accounts payable
Due to alher funds (Note 5)
Due to alher governmants
Total Liabilities
CONTRACTORS' RETAINAGES FUND
ASSETS
Cash
Equity in pooted cash and inveslments (Nole 4)
Due from other governmant
Dua from other funds {Note 5)
Total Assets
LIABILITIES

Accounts payable
Due to other funds _

Tatal Liabllites

CITY OF ANN ARBOR
AGENCY FUNDS

For the Year Ended June 30, 2006

Balance Balance
July 1, 2005 Additions Deductions June 30, 2006
$1,648,124 $1,646,808 $1.316
1,201,097 1.201.087
$2,849,221 $2,847.0905 $1.316
$51,890 $50,674 $1.316
492,559 492,559
439,668 439,668
_ 8B4 217 5082901 $1,216
$275,830 $2,866,208 $2,488,491 $673.637
932,132 932,132
5,133 5,133
20,584 20,594
5280963 $3,830.024 $3,446,350 $673.637
$280,863 $6822 777 $4230,103 $673,637
181,301 181,301
$280,0963 $1,004.078 $611,404 $673,637
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FIFTEENTH DISTRICT COURT
ASSETS
Cash
LIABILITIES
Due to other funds (Mote 5)
BOue to olher governments
Deposits
Total Liabllities
TOTAL - ALL AGENCY FUNDS
ASSETS
Cash
Equity in pocled cash and investments {Note 4)
Due from other funds {Note 5)
Due from olher governmenls
Total Assets
LIABILITIES
Accounts payable
Due to other funds (Note 5)
Due te other governments

Depuosits

Tolal Liahilities

CITY OF ANN ARBOR

AGENCY FUNDS
SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES
For the Year Ended June 30, 2006
Balance Balance
July 1, 2005 Additions Deductions June 30, 2008
$219,057 $296,735 $336.927 $178.,865
$260,029 $269,029
$134,957 23,956 111,001
84,100 16,236 67,864
$218.057 $268,029 $309,221 $178.865
$1,308,496 $1,179,513,281 $1,179,885,081 $936,656
129,080,890 120,090,890
225412 225412
5133 5,433
$1,313,629 $1,308,529,583 $1,309,206,516 936,696
$324,621 $259,054,785 $258.621.575 §757.831
2,484,620 2,484,620
904,908 439,668 1,233,578 111,001
84,100 16,236 67.864
$1,313,629 $281,979,073 $262,356,006 29365696
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Council
City of Ann Arbor

Ann Arbor, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund, the aggregate discretely presented
compenent units, and the aggregate remaining fund information of the City of Ann Arbor, Michigan as of and for the year ended June 30, 2006, and have issued our
report thereon dated October 30, 2006. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General.of the United States,

Internal Control Over Financial Reporting

In ptanning and performing our audit, we considered the City of Ann Arbor's internat control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinich on the financial statements and not to provide an opinion on the intemal control over financial reporting. However, we noted certain
matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming
to our attention refating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the
City of Ann Arbor's ability to record, process, summarize and report financial data consistent with the assertions of management in the financial statements.

2006-1 USE OF CITY CREDIT CARDS

Criteria: Compliance with City administrative policy. City administrative policy #512 provides (among other things) that documentation be maintained for all purchases,
that purchases be made only for official City business, that meals, office supplies, and trave! expenses not be incurred (except under a departure from policy ordered by
the City Administrator), and that use of the City credit card does not exemnpt the user from compliance with Federal or State regulations as well as City ordinances,
policies and procedures. ) :

East Lansing * Rochester Hills = St. Johns



Condition: During our testing of transactions related to the use of purchasing cards it was determined that the City did not comply with established administrative policy
and financial management procedures. It was noted that:
» Supporting documentation was not provided for several of the transactions tested.
+ None of the transactions sampled contained any explanation that would atlow a user to determine that the purchase was made for official City business,
s« There are individuals who hold unrestricted cards but the approval for those cards was not given by the City Administrator. Approval was given by the Chief
Financial Officer. Purchases were made for items not otherwise allowed under the policy on one of these cards we reviewed.
« Instances were noted where purchases were made using the City credit cards {meals, recognition functions) that wolate Michigan State law or Attorney General
QOpinicns as compiled in Michigan Department of Treasury's document “Determining Lawful Expenditures”.

Context: This finding was noted during testing of fransactions related to credit card usage.

Recommendation: We recommend the City take steps to ensure that supporting documentation is retained for all credit card transactions, including documentation of the
business purpose of all charges. Additionally, unrestricted cards should only be granted as ordered by the City Administrator. Unlimited cards currently in place that were
not properly approved should be revoked or approved by the City Administrator in writing. We further recommend that the cards be used only for lawful expenditures
allowed by the State of Michigan.

Corrective Action Response: Management is changing the purchasing card policy to require users to send documentation of transactions to Finance on a monthly
basis, including the business purpose of the transaction, so that all documentation can be cenbrally maintained. Management will also formally document the City
Administrator's designation of the Chief Financial Cfficer as the credit card administrator. With respect to purchasing cards being used for recognition, management
helieves that reward and recognition of employee contributions are important in the present environment where the City asks employees to do more with less. The
recognition events are a key part of the City's efforts to motivate employees. Many other municipalities in the State, similar to the private sector, have established
recognition programs. Management will develop a funding strategy for these events that comply with the established requirements.

20086-2 UNLAWFUL EXPENDITURES

Criteria:  Guidance concerming lawful expe_hditureé is given by the Michigan Departmént- of Treasury in a document called "Determining Lawful Expenditures” that is
available on their website. Specifically disallowed are expenditures for meals (with some exceptions) and employee recagnition.

Condition: Numerous instances of meals being purchased and employee recognition being provided were noted. Each department of the City has a budget each year
for employee recegnition.

Context: This finding was noted during testing of transactions related o credit card usage, inquiry of management, and observation of employee recognition events while
the audit was being conducted.

Recommendation: We recommend that all expenditures that do not have a documented public purpose be discontinued.
Corrective Action Response; Management is changing administrative policy to require the appropriate documentation for meals purchased using City funds. Finance

will also monitor and test transactions for compliance with the revised policy. With respect to employee recognition events, as stated in management's response to
comment 2006-1, management is committed to employee recognition and will be developing a funding strategy to comply with State law.



2006-3 REIMBURSEMENT OF EMPLOYEE INCOME TAXES ON FRINGE BENEFITS

Criteria: Compliance with a non-union employee contract.

Condition: A City employee was reimbursed for income taxes that were incurred as a result of certain fﬁnge benefits provided under that employee's contract with the
City. The employment contract does not specify, however, that the employee was entitled to reimburserment of income taxes incurred.

Context: This finding was noted during testing of transactions related to payments made and compliance with employment agreements for certain key management
employees.

Recommendation: We recommend that either the applicable employee's contract be amended to allow these reimbursements or steps be taken to ensure that simifar
payments do not take place in the future.

Corrective Action Response: Management is currently evaluating internal changes to address this situation.

A material weakness is a reportable condition in which the design or operation of one or more of the intemal control components deoes net reduce to a relatively low level
the risk that misstatements caused by error or fraud in amounts that would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would
not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses. However, we consider items 2006-1, 2006-2, and 2006-3 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reascnable assurance about whether the City of Ann Arbor's financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters, noncompliance with which could have a direct and material
effact on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion.

We noted certain matters that we have reported to management and the Mayor and Members of the City Council of the City of Ann Arbor, Michigan in a separate
letter dated October 30, 2008. ’

This report is intended solely for the information and use of management, the Mayor, and the members of the City Council of the City of Ann Arbor, the pass-through
grantors, and the Federal awarding agencies and is not intended to be, and should not be, used by anyone other than these specified parties.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

Qctober 30, 2006



Governmental activities
Invested in capital assets, net of related debt
Restricted
Unrestricted .

Total governmental activities net assets

Business-lype actives
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total business-type activities net assets

Primary government
invested in capital assets, net of related debt
Restricted
Unrestricted

Total primary government net assets
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CITY OF ANN ARBOR TABLE |
NET ASSETS BY COMPONENT
LAST FIVE FISCAL YEARS
{accrual basis of accounting)
{Unaudited)
Fiscal Year
2002 2003 2004 2005 2006

580,089,833 583,715,108 598,685,040 603,474,157 575,895,851
17,869,882 19,772,929 18,488,574 14,535,869 101,447,127
30,948,761 41,910,911 48,319,797 44,040,557 16,556,289
628,808,476 645,398,948 665,493,411 662,050,583 693,809,267
87.975,478 95,615,594 67,551,963 90,066,808 97,487,787
4,655,000 13,049,290 16,493,596 16,634,604 15,918,577
39,993,236 29,295,034 58,330,509 58,691,676 56,489,160
132,623,714 137,959,918 142,376,068 165,393,178 168,885,524
668,085,311 679,330,702 666,237,003 693,541,055 673,383,638
22,524 882 32,822,219 34,982,170 31,170,473 117,365,704
70,941,997 71,205,045 106,650,306 102,732,233 73,045,449
761,532,190 783,358,866 807,869,479 827,443,761 863,794,791

Source: City of Ann Arbor Financial Services, Accounting Services Unit
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Total primary government expanses

CITY OF ANN ARBOR TABLE Il
CHANGES IN NET ASSETS
LAST FIVE FISCAL YEARS
{accrual basis of accounling}
{Unaudited)
Fiscal Year
2002 2003 2004 - 2005 2006
Expenses
Governmentai activities:
General government $ 17,618,453 $ 18,911,586 $ 20,832,703 $ 12,025,661 $ 12,906,947
Public Safety 37,281,245 36,517.037 38,535,603 43,656,127 44,026,682
Highways and streels 11,670,482 8,807,135 0,788,021 15,086,160 11,449,294
Solid Waste 7,381,695 . 7,106,296 6,940,330
Cuilure and Recreation 10,019,656 14,586,697 9,190,982 7,697,210 6,810,978
Social Services 3,108,694 2,705,147 2,026,806 2,431,754 2,982,647
Transportation {payment to AATA} 7,137,843 7.613,357 7,851,457 8,349,044 8,666,141
Communily access television 952,185 959,968 1,025,326 1,080,660 1,001,330
Information services 2,621,118 1,766,646 377,976 626,090
Urban redevelopment and housing - 657,168 1,499,422 1,882,128 2,993,631 2,188,427
Economic development 10,187,500 250,000
Public Services 7,468,543 5,227,128
Unallocated depreciation - 14,840 27,326 41,414 37,375 71,575
Interest on leng-term debt 1,028,599 943,997 1,218,936 934,007 1,539,263
Total governmental activities expensas 99,392,988 108,632,114 100,065,602 102,386,262 96,870,412
Business-lype activilies:
Water 13,262,228 14,521,017 15,772,718 16,671,468 16,881,883
Sewer 14,282,194 13,665,415 14,102,832 14,019,208 13,488,810
Parking 3,695,555 2,630,276 2,478,172 2,368,344 3,684,777
Market 97,002 121,863 149,660 115,852 124,754
Golf courses 1,452,657 1,465,206 1,275,010 1,152,354 1,134,301
Airpart 639,529 837,252 804,005 860,515 904,514
Stormwater 1,753,065 1,879,044 1,875,871 1,662,144 1,556,229
Hydropower 440,838 420,254 467,783 259,773
Solid Waste 8,086,147 9.876.503
Total business-type activilies expenses 35,623,068 35.540,327 36,926,151 45,195,845 47.651,771

$ 135,016,056

$ 144,172,441

$ 136,991,843

$ 147,582,107

$ 144,522,183
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CITY OF ANN ARBOR ) TABLE I}
CHANGES IN NET ASSETS
LAST FIVE FISCAL YEARS-CONTINUED .
{accrual basis of accounting}

(Unaudited)
Fiscal Year
2002 2003 2004 2005 2006
Program Revenues
Govemmental activities:
Charges for services:
General government $ 4900842 $ 6915638 $ 7.689,523 $ 4,138,144 3 9,328,254
Public Safety 9,776,870 10,347,613 10,189,485 11,539,080 11,624,431
Highways and streets : 1,251,790 1,837,958 7,085,539 3,220,105 1,834,707
Solid Waste 268,088 : 334,555 409,617
Culture and Recreation 2,071,114 2,119,851 2,650,541 2,280,083 2,482,219
Social Services 1,109,134 {81,681) 890
Transportation {payment to AATA) 71,760 76,113 79,541 83,507 86,770
Communlity access telavision 1,284,256 1,461,217 1,285,138 1,287,582 1,388,335
Operating grants and contributions 4,653,491 21,132,464 10,608,459 12,245,420 12,604,477
Capital grants and canltributions BB3,925 1,806,735 1,213,663
Total governmental activities program revenues | 24,278,211 45,119,334 42,813,713 35,825,903 39,350,083
Business-type aclivities:
Charges for services: i
Water 17,437,552 16,174,325 15,997 464 18,085,363 18,377,961
Sewer 16,111,883 16,042,136 15,830,994 18,330,302 18,933,853
Parking 6,957,734 4,328,667 3,691,597 3,462,633 3,066,276
Market 74,926 80,162 151,244 131,348 125,347
Golf couurses 1,282,804 1,201,835 1,172,313 1,042,785 298,218
Alrport 703,886 687,558 716,242 830,657 719,842
Stormwater 2,421,378 2,641,035 2,881,077 3,529,955 3,758,240
Hydropower 308,471 214,556 261,730
Solid Waste 478,493 814,140
Total business-type aclivilies program revenues 45,298,634 41,370,354 40,702,661 45,891,536 46,793,877

Total primary government program revenues $ 69,576,845 $ 86,489,728 $ 83,616,374 $ 81,817.439 $ 86,143,960
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CITY OF ANN ARBOR : TABLE Hl
CHANGES IN NET ASSETS ’
LAST FIVE FISCAL YEARS-CONTINUED
{accrual basls of accounting)

{Unaudited}
Fiscal Year
2002 2003 2004 2005 2008
Net (Expense) Revenue
Governmental activities 3 (75,114,777) $ (63,512,780} % (57.151,979) $ (66,460,355} $ (57,505,205)
Businass-typs aclivilies 9,675,568 5830.067 3,776,510 635,691 (857,884}
Total primary government net expense $ (65,439.211) $ (57.682,713) g (53,375,469} § (65,764,668) $ {58.363,089)
General Revenues and Qther Changes in Net Assels
Governmentai activities:
Taxes .
Property taxes, levied for general purposes $ 55,024,195 $ 53,597,747 $ 56,035,123 $ 51423077 $ 45587059
Property taxes, levied for debt services 2,707,538 7,686,425 8,127,043 8,029,733 16,430,807
Special Assessmenl 293,355 ' .
Slate-shared revenues and grants {(unrestricted) 21,877,296 13,227,057 11,865,468 11,674,762 11,469,467
invastment Income 3,659,707 2,495814 907,722 2,181,348 4,246,277
Gain on sale of assets 138,683 268,143 -
Spectal item : 4,100,000
Transfers 1,813,700 1,623,844 646,593 1,870,457 7,134,212
Other 452,366 1,104,228 {335,508) 367.458 194,410
Total governmental activities 56,036,840 80,003,252 77,246,442 75,546,835 89,162,232
Business-lypa activities:
Taxes .
Property taxes, levied for general purposes 10,011,080 10,399,700
Property taxes, levled for debt services
Slate-shared revenues and grants (unrestricted)
Investment incoma 1,589,314 1.083,726 304,132 1,651,492 2,177,470
Gain on sale of assets 90,103 486,255
Transfers (1,813.700) (1.623,844) 335,508 {1.870,457) (7.134,212)
Tolal business-type activities {134,283} {493,863) 639,640 9,792,115 5,442,958
Total primary government $ 85,902,557 $ 79,508,389 $ 77.886,082 $ 85,338,950 3 94,605,190
Change in Net Assets
Governmental activities $ 10,922,063 $ 16,490,472 $ 20,094,463 $ 9,086,476 8§ 31,641,903
Business-type activities 9,541.283 5.336,204 4.416,150 10.487.8086 4,585,064
Total primary govemment 5 20,463,346 $ 21.B26,676 $ 24,510,613 $ 19,574,282 $ 36,226,967

Source: City of Ann Arbor Financial Services, Accounting Services Unit
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CITY OF ANN ARBOR TABLE Il
FUND BALANCES, GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
{modifled accrua! basis of accounling)
{Unaudited}
Fiscal Year
1997 1998 1999 2000 2001 2002 2003 2004 2005 2008
General Fund

Reserved . B 582,360 & 497,526 $ 571515 § 1580541 § 2156339 § 1,128,857 § 798,045 § 1346170 § 920078 § 485,865
Unraserved 11,265,936 13.248,759 13.644.875 13,800,396 7.964,747 5.488,557 7,759,394 8.117.344 9,740,289 11,962,837

Total General Fund $ 11848288 § 13,746,285 § 14.216480

$ 15380837 3 10121086 § 7617414 § 8557443 § 9.463,514 $10,660,367 § 972,448,705

All Other Gevammental Funds

Reserved $ 7,819973 § 7,837,630 0731247 $ BO75856 § 0271201 & 11954731 §& 15115496 § 13,463,689 § 7410788 § 33,451,679
Unreserved, reperted in; ’ )

Special revenus funds 9,684 656 13,226,904 7,159,520 15,000,029 15,096,984 23,168,532 26,026,533 24,250,565 35,852,445 33,634,713

Capital projects funds 2,975,394 3,271,365 6,505,968 11,497,958 13,088,634 13,724,712 15,260,231 21,486,018 10,798,473 11,709,820

Central duplicating projects 87,188 92617 2,543

Flest services projects 511,686

Information Services projects 79,644 84,868 672,242 1.412,317 2,060,987 321,977

Debt service funds {26,930) i . 1,980,759 1,828,253 1,621,672

Subsequent year's expendilures 1,504,030 1,982,598 10,148,173 1,092,341 1,512,921 2,527,377 1,963,668

Undesignaled o 26,634,034
Total all olher governmental funds & 22635661 $ 26495982 $ 34219693 5 37978498 5 41,030,727 § 51.698.330 § 60,356,687 $ 58,028,525 §$55,684,378 3$105,430.246

Source: City of Ann Artbor Financlal Services, Accounting Services Unit



Revenuos
Tazas
Spuociol A i chargos
Licgnsas, fees & pormils
Faderal grants
State shared revenuss ond grants
Charpes for sarvices
Fines & pennlifas
Interost arvd penalias
Investmant Income
Ranln!
Caniributlons and donaions
Salg of property and equipmont
nira-governmonta) sakes
Rolmbursomaenls and refunds
Miscellanoous

Total Ravenues

Expengitures
Gonoral governmont
Pollco
Firo
Copltol oullay
Daht servicp:
Pringipal
Intereal

‘Total expenditured

Excoss of ravanuss ovar (undor)
oxpardituras

Cther Financing Sowees (Uses):
Transfors in
Transfors out
Procoeds o relunding bonds
Paymont ta refunded bond agent
Bond Procoads
Bond Discount
Bond |ssuance Ceals
Note Procoods

Total oifer financing sources (uss}

Nat changa in fund balances

Deabt sopvico o3 a percentago of
noncapltol axpendibress
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CITY OF ANN ARBOR TABLE IV
CHANGES IN FUND BALANCES, GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS .
{madilied ncersal basis of accounting}
{Unaudited)
Flscal Year
1897 18688 1989 2000 2001 2002 2003 2004 2005 2006
S 46056783 S 48474774 § 50980,730 5 52,787,520 § 54.7OV.240 5 57,801,733 § 61204,172 § 64,162,168 § 59452810 5 82,017,068
643,858 464,143 480,225 499,679 471,712 293,355 893,925 114,075 130,872 122,147
1,772,740 2,698,512 2,845,101 4,099,147 3,122,203 2856377 3,001,458 3,145,919 75412 3,229,391
2,913,479 2375,261 3,325371 2,480,560 3219419 2475059 3,018,502 2,132,558 3,842,697 4,082,637
18,941,730 19,987,167 20,393,456 21,450,079 22,428,861 24,055,728 31,341,012 20,341,272 20,077,485 20,011,207
9,380,458 9.564,778 9,154,370 10,368,179 10,186,953 7.251.540 8,175,666 13,268,471 9,343,486 9,608,385
4,260,334 5.052,292 5,238,084 5,737,482 5,541,828 5,321,733 5,901,225 5,479,578 5,187,212 5,997,715
204,567 174,726 142,938 104,810 100,644 120,128 86,841 95,035 50,227 39.064
3,540,764 3,458,246 3,204,491 3,129,341 5,495,927 3,355,595 2,324,908 786,244 1830015 3.844.418
73,744 74,593 52,17 50,107 49,163 53,363 52,839 104,555 58,482 125,682
29,555 81,807 56,379 295,672 104,087 50,176 140,025 356,211 232,208 164,162
232,578 122,074 $05,267 420,055 15,051 15227 97,688 48471 18,370 3470
25,967 27879 18,622 24,183 143,388 83,826 47.048 526,340 57,020 157,850
48,442 44 564 482,100
299,783 721,536 1,807,085 846 367 457.157 503,275 1,104,228 646,593 367,458 194,410
88,405,491 03.375.205 57,860,327 102,146.045 106,695,365 104,237,115 117.468.736 111,855, 746 104,983 752 108,552,472
0,452,320 53,038,505 61,093,707 €6,528,691 G7.877.509 64,786,881 76,380,826 - 71,945,620 62,500,503 58,196,427
13,325,928 17,671,985 17,924,627 17,973,593 22,651,759 20,601,742 20,741,850 22,609,902 23,452,225 25,434,096
7,228,088 9,348,092 9,688,587 10,257,102 11,745,575 11,323,225 14,178,956 10,862,190 11,107,162 12,058,017
6,249,445 1,718,512 400,631 2,151,820 4,324,540 1,110,978 1,687,904 7,246,099 2438127 10,943,071
2.923417 3,300,601 2,540,190 3,449,129 3,330,192 2,544,562 2470681 2,556,100 2,516,100 2,508,050
2,534,816 2,361,938 2,147,958 1,656,535 1472433 1.068,153 970,388 1,187,383 &71,713 1,320,185
92,724,112 a7.447.722 94,185,740 102,017,170 111.503.000 101,423,542 113,430,662 116,381,254 103,065,630 110.468.827
(4,316,621) 5927483 3,684,587 120,875 (4,807,635} 2,803,573 4,030,074 (4,525,548} 1,897,622 (BBB,355)
10,725,884 13,446,159 25,545,391 19,136,672 48,173,428 16,973,562 9,652,384 7.027.885 11,784,463 21,817,720
(10.446,0M)  (10,757.737)  {21,130,404) {17.102,352) (15,704,753)  (15,126,528) (8,037.058) (8,324.528) (9.577.715) {12,838,988)
43,204,823
15,180,758}
1,507,050 615000 4,000,000 44,685,000
[55.114)
(12,225) {305,812}
455,000 563.417 263.041 3,509,000
734.853 690.422 4,600,320 2,034,320 2,731,724 2,649,809 5,659,312 3.103.457 2,208,768 53,457,920
$_(3583768) $ 6,617,905 $ B193916 S 2165155 § !2.0‘!5.911) 5 5453382 § B.508.386 5 {1422001) S 4,104,690 § 52,571,565
6.3% £8.6% 5.4% 5.1% 4.5% 3.6% 1% 34% 5% 2.8%

Source: City of Ann Arpor Finangial Sorvicos, Accountlng Senvizes Unlt
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CITY OF ANN ARBOR TABLE V
ASSESSED VALUE AND ACTUAL VALUE OF TAXABLE PROPERTY
LAST TEN FISCAL YEARS

(Unaudited)
Fiscal
Year Less: . Total
Ended Residential Commercial & . Tax-exempt - Total Taxable - Direct Tax
June 30, Property Industrial Property {4) ] Value Rate
1987 $ 2,487,377,168 $ 233,044,900 $ 2,720,422,068 16.8015
1998 2,561,309,025 242,148,600 o - 2,803,458,625 17.2215
1989 2,696,959,403 260,367,000 2,957,326,403 17.3056
2000 2.812,308,779 280,181,600 ' 3,002,491,379 17.1320
2001 2,949,820,311 267,104,800 3,216,925,211 17.1295
2002 3,153,455,816 269,398,975 3,422,854,791 17.0025
2003 3,375,930,999 289,043,900 ' 3,674,974,899 16.8691
2004 3,554,607,491 274,842,600 : 3,828,450,091 16.9015
2005 3,755,255,488 273,920,800 _ 4,029,176,288 16.9013

2006 3,964,733,709 256,014,650 4,220,748,359 16.8156

Notes:
(1) Taxable property in the City is assessed by the City Assessor and is subject to review by the County Board of Equalization. Tax levies

on property in Michigan were applied against the assessed value of all property as finally equalized by the State through 1984. Current
statutes require assessments to be 50% of the true cash value of both personal and real property for equalization purposes.

(2) In accordance with Act 408, Public Acts of Michigan, 1965, and Article 9, Section 2 of the Michigan Constitution, as amended by Joint
Resolution S on March 15, 1994, state equalized vaiue shall not exceed 50% of the frue cash value. With the passage of Proposal
A", another value is required on each property. The new value is termed "taxable value”. Increases in taxable value are limited to
5%, the Consumer Price Index, or State Equalized Value, whichever is less.

{3) For the Industrial Facilities tax roll, the millage rate is 50% of the normal millage rate.

(4) As Tax Exempt Property has a zero dollar value, no value is listed.

Source: City of Ann Arbor Financial Services, Assessing Unit
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CAY OF ANN ARBOR TABLE V!
DIRECT AND DVERLARPING FROPERTY TAX RATES :
{FER $1.000 OF TAXABLE VALUE)
LAST YEN FISCAL YEARS
{Unauditad) .
LCily of Ann Arbor Dimct Rata Ovodapping Rates
Ann Ann
Majar Tetl Arbor Arber Washtonaw
Fiscal Gonaral Refuso Transper-  Employoe Daht Stroot Direct Tax Publle Dlstdct Washtanaw Community
Yaar Oporating Collection talion® Ranelils Sonvice Parks Rapalr Ralp Schocls* Library*** County Collega Total
1855-97 6.4515 2.5006 21505 1.9060 0.5241 0.5379 1.9500 16.8015 208288 16500 55775 2.9320 A7.7007
1286-97 5.4515 25005 2.1505 1.9060 0.9241 0.8379 1.8508 16.8015 30.6155 1,6500 58175 2.9329 57.5774
1997-68 6.4515 25805 2.1805 21146 1.0084 0.8370 2.0000 17.2215 21,4758 1.6500 55322 a.6029 49,7625
1997-98 6.4515 2.5806 21508 21146 1.08684 0.8378 2.0000 172215 30,5033 1.6500 5.5322 38028 58,8097
19953-89 8.4515 2.5606 2505 21505 1.0275 0.9450 2.0000 17.3056 20.6808 1.6500 55620 41028 483022
1958-99 64515 2.5806 21505 215805 10275 09450 2.0000 17.3056 M1.2352 1.6500 55629 4.102¢ £8.8556
199500 6 4515 2.5806 21505 2.1505 0.8528 (.9450 2.0000 17,1320 19.920 1.6500 55808 40319 45,3181
1999-00 £.4515 2.5806 21505 24505 | 0.8539 ¢.9450 2,0000 17.9320 29,6256 1.8500 5.5808 40319 58.0204
2000-01 B.0855 2.5674 21305 21385 0.7501 1.4377 1.8698 17.1285 16,8558 1.9500 55317 3.5544 47.4614
2000-01 6.0855 2,5674 21395 21385 0.7901 1.4377 19898 17,1285 20,4985 1.9500 55317 3.5944 58,1021
200102 6.0315% 2.5530 24275 21275 0.754% 1.4285 19766 17.0025 18.1505 1.9500 5.7289 kR T 46,8020
200402 6.0315 25530 29275 21275 0.7543 14285 1.97€6 170025 29,1050 1.8500 57289 39721 57,7565
200203 6.0215 2,5302 2.1085 21085 0.5916 1.4166 19322 16,5691 18,2398 1.9500 58420 3.8558 A7.5568
2002-03 6.0315 2,5302 2.1085 21085 06916 1.4166 1.9822 16,8691 30.6320 1.9500 5.6420 3.8556 58,8450
2002-04 8.0215 2.5264 21054 21054 - 0.7300 1.4236 1.8792 16,9045 179741 1.9500 5.5818 3.83423 45,4418
2003-04 6.015 2.5284 21054 21054 0.7300 1.4236 1.9782 16.9015 29,5202 1.8500 55818 3.6342 57.7879
2004-05 56,2125 .57 2.0948 2.0948 0.6000 1.4162 1.8693 18.4012 19,1850 1.9475 554523 A.T7740 47,3820
2004-05 6.2125 2.5137 20948 20548 0.6000 1.4162 1.9693 16.9013 31,5090 1.9476 5.5493 3.7748 586620
200506 6.2318 24925 20772 -o207v2 0.5800 1.4042 1.9527 16,8156 12,7994 19332 5.5024 37248 46,7755
2005-06 62312 24925 20772 20172 0.5800 1.4042 19527 168156 31.2638 1,9332 5.5024 37249 59.2297

* Represenls mittage coflected for Ann Arbor Transportabion Authorily.

Al e Wi e,

1
ntar

On Nan-Frinclpa! Rasldanca

diatn Schoat Ann Arbor Dislrict miitzge of 32,9970 mills and State Education Tax of 6.0 mills on both Princlple Rastdanco and Hon-Principla Residence properies.

proporties, an agdilonal 12.3461 mills is included for School Oporallng Tax,

=" Ann Arbor District Librory is now a separate taxing unil, baginning with 1936 tax, and previously was included in Ann Arbor Public Schools millagae.

Tho Clty has anjoyed b stable praparty tax rata in all 1axing Jurlsdictiona due to annual increases [n valuations as a rasult of aconomic growih.

Sgurca; City of Ann Arbor Fl

la) Servcos, A ing Unit

£
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CITY OF ANN ARBOR TABLE VI
PRINCIPAL PROPERTY TAXPAYERS
CURRENT YEAR & NINE YEARS AGO
(Unaudited)
2006 1998
Percentage Percentage
of Totat City of Total City
Taxable ’ Taxable Taxable Taxable
Assessed Assessed Assassed Assessed

Taxpayer Type of Business “Valug Rank Value Value Rank Value
Ffizer-Parke Davis Pharmaceuticals "$ 215,403,800 1 5.10% $ 98,825,800 1 3.53%
Briarwood Shopping Complex Shapping Center 37,649,209 2 0.89% 35,630,475 2 1.27%
Detroit Edison Utility 29,091,101 3 0.69% 24,962,414 3 0.89%
Arbor Land Shopping Center 21,340,831 -4 0.51%
Geddes Lakes Cooperative Co-op Housing 17,681,124 5 . 0.42% 12,496,200 5 0.45%
Windemere Park Apartments Apartments 17,520,000 6 0.41% 11,771,700 6 0.42%
McKinley Associates Apartments 16,068,769 7 0.38%
Great Lakaes REIT Oifice Bullding 15,710,000 8 0.37%
Village Cooperative Co-op Housing 14,263,405 g 0.34% 10,866,500 7 0,39%
Michigan Consolidated Gas Co. Utility 13,367,000 10 0.32% 20,924,500 4 0.75%
Woodbury Garden Associates Apartments : 10,279,500 8 0.37%
Woodland Meadows Apartments Apariments : 9,586,502 9 0.34%
777 Eisenhower Qffice Building 8,429,600 10 0.30%
Total $ 3098,085239 9.43% $ 243,782,591 ’ 8.71%

Source: City of Ann Arbor Financial Services, Assessing Unit
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CITY OF ANN ARBOR TABLE VIl
PROPERTY TAX LEVIES AND COLLECTIONS
LAST TEN FISCAL YEARS

{Unaudited)

Fiscal Collected within the

Year Taxes Levied Fiscal Year of the Levy Collectlons Total Collections fo Date
Ended for the Percentage in Subsequent Percentage

30-Jun Fiscal Year Amount of Levy - Years Amounts of Levy
1997 $ 44,954,725 $43,764,688 97.4% $ 1,070,564 $ 44,835,252 99.7%
1998 47,465,910 46,477,106 97.9% 875,002 47,352,198 99.8%
1999 50,297,248 49,305,383 98.0% 883,949 50,189,332 99.8%
2000 52,075,252 51,162,749 098.3% 795,259 51,958,008 99.8%
2001 54,210,561 53,385,722 98.5% 783,115 54,138,837 99.9%
2002 57,214,924 56,263,669 98.3% 832,408 57,096,077 99.8%
2003 61,993,518 60,937,583 98.3% 844,144 6%,781,727 89.7%
2004 64,735,506 63,519,485 98.1% 1,015,842 64,535,327 99.7%
2005 68,096,928 66,903,671 98.2% 1,050,334 67,954,005 99.8%
2006 71,971,311 70,772,145 98.3% 9,358 70,781,503 98.3%

Ad valorem taxes are levied July 15t annually, and are due July 31st. Delinquent real property taxes are turned over to the
County for collection the foliowing March 1st. The County pays all its municipalities from a revolving fund for delinquent real
property taxes. Delinquent personal property taxes are negligible.

Source: City of Ann Arbor Financial Services, Treasury Unit



Fiscal

Year

1896-97
1697-98
1598-99
1599-00
2000-01
2001-02
2002-03
200304
2004-05
200506

117

CITY OF ANN ARBOR TABLE IX
RATIOS OF OUTSTANDING DEBT BY TYPE
LAST TEN FISCAL YEARS
(dolfars in thousands, axcopt per capita)
{Unaudiled}
Governmenlal Aclivilles Business-Typa Aclivilies
Genoral General
Obligation Chbligatien
Portion of Portion of Ann Arbor
Capital Special Spacial Special Gther Building - Leace Othar Tolal Percanlage
Projetls Assassmant Revenua Assassment Long-Term Authority Conlract Revanue Lang-lerm Olher Primary of Personal Per
Bonds Bonds Bonds Bonds Dbl Bonds Payable Beonds Dabl Beonds Govarmnment Inzeme Capita
3 25,225 1170 8 6625 s 4,075 s 3.234 § 9,465 5 3975 5 47,515 5 o1 5 6,125 $ 108,330 117% 990
23,150 SED 6,050 3.440 2,445 8,000 3,400 44,875 740 5.690 99,840 1.00% 912
21,895 1,485 5910 3.595 2,523 22,355 2,500 50,780 923 5.470 147,736 1.10% 1.076
20,620 1,220 5332 3.030 1,921 32,035 2,200 47,635 732 4,973 119.678 1,04% 1,003
19,245 1.055 4,752 2,550 1.446 30,795 1,600 44,285 571 4,463 110,762 0.94% a7z
17,770 1,250 2730 876 33,040 1,200 45,855 898 3.939 107,556 0.88% 843
16,180 1,150 4,000 2,335 460 31,505 BOO 42,250 721 3,269 102,630 0.79% 800
14,515 1.025 3,925 1,930 3544 29,865 400 75,240 762 2,587 134,013 1.00% 1,175
12,760 895 3,790 1.530 3,548 28,270 71,405 2,260 1,406 125,884 0.92% 1,101
35,575 760 23.900 1,165 3,500 26,955 66,750 2972 1.061 162,238 1.18% 1,418

Note: Far fiscal year 2005-06 percent of personal incoma, (he divisor used was for 2005 since 2006 Personal income 15 not available unl| September 2007.

Source: Cliy of Ann Arbor Financlal Sarvices, Accounting Services Unil
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CITY OF ANN ARBOR TABLE X
RATIOS OF GENERAL BONDED DEBT OUTSTANDING
LAST TEN FISCAL YEARS
{dollars in thousands, except per capila)
(Unaudited}

General Bonded Debt Qutstanding

General General
Obligation Obligation
Portion of Portion of Percentage of
Capital Special Special Actual Taxable
Fiscal Projects Assessment Revenue ' Value of Per
Year Bonds Bonds Bonds Total Property Capita
1996-97 $ 25225 5 1,170 $ 6,625 $ 33,020 1.21% $ 301.72
1997-98 24,150 960 6,050 31,160 1.11% 284,72
1998-99 21,895 . 1485 5,910 29,290 0.99% 267.64
1999-00 20,620 1,220 5,332 27,172 0.88% 248.21
2000-01 19,245 1,055 4,752 25,052 0.78% 219.77
2001-02 17,770 1,250 19,020 0.56% 166.81
2002-03 16,180 1,150 4,000 21,330 0.58% 187.01
2003-04 14,515 1,025 3,925 19,485 0.51% 170.65
2004-05 12,760 895 - 3,790 17,445 0.43% 152.59
2005-06 35,575 760 23,900 60,235 1.43% 526.86

Note: Details regarding the city's outstanding debt can be found in the notes to the financiat statements.
See Schedule § (Exhibit C-1) for property value data.
Population data can be found in Schedule 14 (Exhibit E-1)

Source; City of Ann Arbor Financial Services, Accounting Services Unit



CITY OF ANN ARBOR

DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT

Government Unit

AS OF JUNE 30, 2006
(dollars in thousands}

DIRECT DEBT
General Cbligation Bonds
Ann Arbor Building Authority Bonds
Other Long-Term Debt
City direct debt

OVERLAPPING DEBT
Ann Arbor School District
Washtenaw Community College
Washtenaw County at Large

Overlapping debt

Total direct & overlapping debt

(Unaudited)
Net
Debt
Qutstanding

3 36,168
26,555
1,873
3 64,596
3 137,545
48,395
35,830
$ 221,770

Source: City of Ann Arbor Financial Services, Accounting Services Unit

Estimated
Estimated Share of
Percentage Overlapping
Applicable Debt
61,020% 83,830
31.600% 15,283
30.860% 11,057
110,280
174,876
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CITY OF ANN ARBOR TABLE Xil
LEGAL DEBT MARGIM INFORMATION
LAST TEN FISCAL YEARS
{Unaudited)

Logat Debt Margln Calculation for Flacal Yaar 2006

Taxable value of real and personsl proparty $4,220,748,359
Dabt limit {10% of assessed value) . 422,074,836
Debt applicable to limit: .
Mot direct dabt S 64,590,427
Less:Special Assessment bonds (ganeral cbligalion portion) {1.160,231}
Tulal net dabl applicabla o llmit S 03,436,196
Legal dabt margin 5 355,628,640
Fiscal Year
1957 1898 1989 2000 2001 2002 2003 2004 2005 2006

Dbt lirnit 272,042,207 $280,345,863 $205732640 § 300,240,138 5 321692521 $342,285479 $ 3674974090 5 382945009 3402917620 § 422,074,536
Tatal net debt applicable to limil 37,924,297 34,684 605 46,956,121 54,575,642 51,485.511 51,625,689 47,509,852 48,124,150 43,944,818 63,436,196
Legaf dabl margin § 234.117.010 §245.661,258 5 248.776.518_5 _254,873.496 5 2702070105 290,650,500 §_ 319,587.638_5 334,82055—_9_5 358,873,010 § 358.638.640

Total nat dabl applicable to the limll
as a percenlage of debt Iimit

Sourea: Glly of Ann Arber Financial Servicas, Accounting Sarvices Unit



CITY OF ANN ARBOR
PLEDGED-REVENUE COVERAGE
LAST TEN FISCAL YEARS
{Unaudied)
Nat Ravanus
Available Debt Sepvice
Fiseal Operalng Operating For Debt
Yaar Ravenue (1) Expenses {2) Servica Princtpal Interpst Total Coverage
Waler Supply Syslem:
1995-97 $ 13,386,972 $ 97323310 5 3647662 § 1,655,000 S 2035258 3,693,256 1.0
1997-98 14,385 459 10,208,257 4,177,202 1,520,000 1,963,116 3,483,118 1.2
1998-59 13,491,641 10,398,382 3.093,249 1,525,000 1,862,658 3,387,559 08
199500 15,347,694 40,323,987 5,023,707 1,885,000 2,000,987 3,880,907 1.3
200001 15,224,166 8,654,378 5,669,786 1.885,000 1,775,309 3,760,399 1.5
2001-02 17,772,569 9,955,579 7,816,880 2,235,000 1,653,572 3,888,572 2.0
2002-03 16,510,942 10,629,592 5,681,251 2,240,000 1,779,305 4,018,305 1.5
200304 16,105,264 14,065,321 5,038,843 2,470,000 1,580,235 4,050,236 1.2
2004-05 18,365,626 12,229,142 6,138,484 2,665,000 1,753,678 4,418,678 1.4
200506 18,719,846 12,793.461 5,626,385 3,090,000 1,266,128 4,356,128 1.4
Sewage Disposal System:
199697 $ 13,735303 5 9,223,847 5 4511456 5 1,245,000 5 721,655 1,266,655 2.3
1997-98 14,896,297 9,650.824 5245473 1,040,000 853,872 1,693,672 a
1598.95 12,810,932 9,573,298 2937534 1,085,000 575,047 1,670,047 1.8
1599.00 14,181,088 11,236,645 2,044,443 1,200,000 528,680 1,728,680 1.7
200001 15,140,567 12,526,551 2,614,016 1,250,000 478,705 1,728,705 1.5
200102 16,870,157 10,147,750 6,722,407 1,305,000 411,860 1,718,860 39
200203 16,555,436 9,578,002 6.977.424 1,300,000 367,060 1,667,060 4,2
200304 15,038,987 10,804,443 5,034,544 1,115,000 322,820 1,437,820 3.5
2004-05 19,351,456 9,667,652 5,863,604 1,125,000 1,644,292 2,819,202 a4
2005-05 20,291,760 9,621,514 10,670,246 1,440,000 1,243,005 2,683,005 4.0
Stormwaler Sewer Syslem:
1996-97 $ 2042180 5 1598145 S 444,035 3 75,000 5 74,647 148,647 3.0
1997-98 2,054,249 4,533,796 520,453 80,000 69,204 149,204 35
19%8.99 2,137,340 1,713,109 424,231 20,000 G4,506 144,506 2.8
1989-00 1,998,327 1,721,429 277.898 85,000 61,750 146,750 1.8
2000-01 2,129,528 1,666,022 463,506 95,000 56,508 151,608 3.1
2001-02 2487424 1,581,689 905,735 100,000 51,781 151,781 6.0
2002.03 2,668,709 1,681,136 1,007,573 105,000 45,270 150,270 6.7
2003-04 2,859,418 1,691,556 1,167,862 110.000 41,366 151,366 77
2004-05 3,570,595 1,449,544 2,120,052 115,000 36,243 151,243 141
200505 3,810,640 1,333,400 2,477,241 125,000 51,547 176,547 14,0

Nolas:
{1} Includes Intorast income,
{2) Excludes depreciation expense,

Source: Cliy of Ann Arbor Financia! Services, Accounting Servicas Unit
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CITY OF ANN ARBOR . TABLE XIV
DEMOGRAPHIC AND ECONCMIC STATISTICS
" LAST TEN CALENDAR YEARS
' {Unaudited)
Personat Per
income Capita Education
{thousands - Parsonal Madian Level in Years School Unemployment
Population {1) of doliars) (2) Income (2) - Age (1) of Schooling (1) Enreliment {3) Rate % (4)
109,440 9,251,319 29,998 27.9 16.5 15,560 2.5
109,440 9,954,082 31,971 27.9 16.5 16,800 2.0
108,440 10,710,960 33,654 27.9 16.5 16,330 1.8
100,472 14,541,043 35,693 27.9 16.5 16,530 1.5
113,892 11,774,476 35,873 27.9 16.5 16,589 2.9
114,024 12,226,644 36,783 281 16.5 16,768 29
114,061 12,989,048 38,706 281 16.5 16,664 4.1
114,061 13,391,280 39,528 28.1 16.5 16,724 4.4
114,328 13,751,795" 40,228 281 18.5 16,980 4.7
114,328 n/a* nfa* 27.3 16.5 16,980 4.4

U, 8. Census Bureau

Bureau of Economic Analysis: Regionat Economic
hitp:/fwww.bea.gav/bealregional/reis/default.cfm?catable=CA1-3&sectian=2
*Note: Accelerated estimates of parsonal income for 2005 from metropolitan stafistical areas (MSAs) were released on September B, 20086.

2006 data is not available until September 2007.

Ann Arbor Public Schoal's Child Accounting Office.
http:/iwww. aaps.k12.mi.usfaaps.about/demographic_data

Michigan Employment Security Commissian statistics for Washtenaw County.
http://stats.bls.gov/eagleag.mi_annarbor msa.htm



CITY OF ANN ARBOR
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PRINCIPAL EMPLOYERS
CURRENT YEAR & NINE YEARS AGO
(Unaudited)
2006

Percentage

of Total City
Taxpayer Employees Rank Employment
University of Michigan 28,185 1 46.38%
Univ. of Mich Hospitals & Health System 17,057 2 27.12%
St. Joseph Mercy Health System 5,077 3 8.07%
Ann Arbor Public Schools 3,000 4 4.77%
Pfizer Inc. 2,500 5 3.98%
Washtenaw Community College 1,500 5] 2.39%
Borders Group, Inc. 7,330 7 2.11%
Veterans Administration Medical Center 1,230 8 1.96%
Washtenaw Counly 1,200 9 1.91%
City of Ann Arbor 828 10 1.31%
UMl
Domino's Pizza
Edward Brothers Inc.
Total 62,887 100.00%

Source: Business Week (Prime Numbers: Top 100 Emplayers, January's Edition) for 2006
Crain's List (Washtenaw County's Largest Employers) May 4, 1998 Edition

TABLE XV
1097

Percentage

) of Total City

Employees Rank Employment
14,833 1 43.25%
7453 2 21.73%
4,094 3 11.94%
1,900 4 5.54%
1,400 6 4.08%
1,500 5 4.37%
069 8 2.83%
1,000 7 2.92%
650 9 1.90%
500 10 1.44%
3 34,299 100.00%




CITY OF ANN ARBOR
FULL-TIME EQUIVALENT CITY GOVERNMENT EMPLOYEES BY FUNCTION/PROGRAM
LAST TEN FISCAL YEARS
{Unaudited)

Full-Tima Equivalent Employeas as of Juna 30

1997 1998 1988 2000 2001 2002 2003 2004 2005 2008
Function/Program
General government
Financial Services 70 68 74 0 i1 67 66 54 49 47
Communily Services 28 39 a7 v 37 72 73 65 67 56
Parks & Recrealion 71 70 71 78 8z 32 34 23 18 24
City Administrator Services 8 6 8 8 ] 20 20 20 18 16
Mayor & Council 2 2 2 2 2 1 1 1 1 1
Cther 1 i)
Police
Officers 234 235 234 235 232 242 240 236 2325 158
Civilians 10 n 10 11 12 67
Fira :
Firefighters & Officers 116 116 116 122 126 114 115 100 02 94
Civillans ] 5 5 5 5 )
Public Services
Project Management 32 3z a2 33 35 35 35 34 18 17
Water 70 70 70 52 70 32 32 28 24 21
Wastewater Treatment 64 64 64 63 63 45 i 38 KH] 32
Field Operations 146 145 146 149 151 188 174 155 146 124
Olher 58 51 47 50 55 50 50 50 74 103
15th District Court 40 40 40 40 40 40 40 41 41 41
Retirement System 3 3 3 3 4 4 4 4 4 4
Downtown Development Aulherity 3 1 3 2 2 2 3 3 3 3
Cily Attomey 12 12 12 12 14 14 14 13 14 14
Per Budgel Baok 974 970 974 992 1.004 959 941 863 840 823

Source: City of Ann Arbor Flnancial Services, Accounting Services Unit
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CITY OF ANN ARBOR
OPERATING INDICATORS BY FUNCTION/PROGRAM
CURRENT FISCAL YEAR
{Unaudited)
Funcion/Program 20086
Police
Physical arrests 1,786
Parking violaticns 193,498
Traffic violations 348
Fire
Emergency responses 5,629
Fire extinguished 330
Inspections 238
Refuse Collection
Refuse collected (tons per day) 117.61
Recyclables collected {tons per day) 6.42
Other Public works
Street resurfacing (miles) 6.25
Potholes repaired {tons) 449.43
Parks and Recreation
Athletic field permits issued 1,142
Community center admissions 10,764
Water
New connections 27156
Water mains breaks 80
Average daily consumption 13,960
{millions of galtons}
Peak dally consumption 21,594
{millions of gallons)
Wastewater
Average daily sewage treaiment 19,600

(millions of gallons)

Source: Various services areas within City of Ann Aror
Reporting current year only for FY2008, not required to report retroactively.
*GASB Statement No. 44 {Economic Condition Reporing: The Statistical Section)
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CITY OF ANN ARBOR TABLE XVl
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM
LAST TEN FISCAL YEARS
{Unaudited}
Fiscal Year

Function/Pregram 1997 1998 1999 2000 2001 2002 2003 2004 2005 2008
Police

Station 1 1 1 1 1 1 1 1 1 1

Zona Officas 4 4 4 4 4 4 2 2 2 2

Patral units 36 36 36 36 36 36 36 a7 35 a5
Fire Stations 6 [ 6 6 6 6 5] S 5 S
Refuse Collection _

Collection Trucks 18 i8 18 18 i8 18 18 17 16 14
Other Public works

Streets (miles) 280,53 282,83 28383  283.83 - 289.74 289.74 289.74 291.46 20513 295.13

Streetlights 6,759 6,784 8,369 8,483 8,547 8,685 8.701 8,786 8,858 7,028

Traffic signals 146 146 147 147 149 180 150 153 154 154
Parks and Recreation

Acreage 1,918 2,040 1,883 1,983 2,027 2,027 2,027 2,055 2,055 2,056

Playgrounds 140 140 146 146 147 147 147 153 153 153

Baseball/softball diamonds 34 34 34 34 34 34 34 34 34 34

Soccerffootball fields 21 21 21 22 22 22 22 23 23 25

Community centers 2 2 2 2 2 2 2 2 2 2
Water

Water mains {miles) 430.46 434,72 438,55 442,21 439.81 448 440 441 478 481.6

Fire hydrants 3,023 3,582 3,604 3,750 3,800 3,428 3,294 3,345 3,428 3,466

Storage Capacity {thousands of gallons) 19,000 19,000 19,000 19,000 19,000 19,000 19,000 49,000 15,000 19,000
Wastewater

Sanitary sewers (miles) 329,93 332.69 334.75 336.5 337.24 337.24 364 365 295 400.2

Storm sewers (miles) 19416 196,12 197.78 198.78 199.07 199.07 271 271 34 3599

Treatment capacity (thousands of gallons) 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000

Source: Various services areas wilhin City of Ann Arbor
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANGE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor and
Members of the City Council
City of Ann Arhor

Ann Arbor, Michigan

Compliance

We have audited the compliance of the City of Ann Arbor with the types of compliance requirements described in
the U.S. Office of Managament and Budget (OMB) Circufar A-133 Compliance Supplerment that are applicable to
each of its major Federal programs for the year ended June 30, 2006. The City of Ann Arbar's major Federal
programs are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each
of its major Federal programs is the responsibility of the City of Ann Arbor's management. Qur responsibility is to
express an opinion on the City of Ann Arbor’s compliance based on our audit,

Woe conducted our audit of compliance in accordance with audiling standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audils of Sfales, Local
Governments, and Nonprofit Organizalions. Those standards and OMB Circular A-133 require that we plan and
perform the audit to cobtain reascnable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect cn a major Federal program occurred.
An audit includes examining, on a test basis, evidence about the City of Ann Arbor's compliance with those
requirements and performing such other procedures, as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the City of Ann Arbor's compliance with those requirements. <
As described in items 2006-4, 2006-5, and 2006-6 in the accompanying schedule of findings and questioned costs,
the City of Ann Arbor did not comply with certain requirements applicable to major Federal programs. Compliance
with such requirements is necessary, in our opinion, for the City of Ann Arbor to comply with the requirements
applicable to those programs.

In our opinion, except for the noncompliance described in the preceding paragraph, the City of Ann Arbor
complied, in all material respects, with the requirements referred to above that are applicable to each of its major
Federal programs for the year ended June 30, 2006.

Internal Controf Over Compliance

The management of the City of Ann Arbor is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts and grant agreements applicable to Federal
pregrams. In planning and performing our audit, we considered the City of Ann Arbor's intemal control over
compliance with requirements that could have a direct and material effect on a major Federal program in order to
determine our auditing procedures for the purpose of expressing our apinion on compliance and to test and report
on intemal control over compliance in accordance with OMB Circular A-133.

East Lansing = Rochoester Hills = St Johns
-1-



We noted certain matters invelving the internal control over compliance and its operalion that we consider to be
reportable conditions. Reportable conditions involve matters coming to our aftention relating to significant
deficiencies in the design or operation of the intemal control over compliance that, In our judgment, could
adversely affect the City of Ann Arbor’s ability to administer a major Federal program in accordance with the
applicable requirements of laws, regulations, contracts, and granis. Reportable conditions are described in the
accompanying schedule of findings and questioned costs as items 2006-4, 2006-5, and 2006-6,

A material weakness is a reportable condition in which the design or cperation of one (1) or more of the intemal
control camponents does not reduce to a relatively low level the risk that noncompliance with the applicable
requirements of laws, regulations, contracts and grants caused by ermor fraud that would be material in relation to a
major Federal program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. Our consideration of the intemal control over compliance
would not necessarily disclose all matters in the internal controf that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, we consider items 2006-4, 2006-5, and 2006-6 to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregated discretely presented component units, each major fund, and the aggregate remaining fund information
of City of Ann Arbor as of and for the year ended June 30, 2008, and have issued our report thereon dated
October 30, 2006. Our audit was performed for the purpose of forming epinions on the financial statements that
collectively comprise City of Ann Arbor’s basle financial statements. The accompanying schedule of expenditures
of Federal awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is nota
required part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects; in
relation to the basic financial statements taken as a whole.

This report is Intended solely for the information and use of management, the Mayor, and the members of the City

Council of the City of Ann Arbor, the pass-through grantors, and the Federal awarding agencies and Is not
intended to be, and-should not be, used by anyone other than these specified parties.

 Obodhoun 4, ;ﬂo@&u@?.c‘. ’

ABRAHAM & GAFFNEY, P.C.
Certified Public Apmuntants

October 30, 2006



City of Ann Arbor

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2006

Federal Pass-Through

Current Year

Federal Grantor/Pass Through CFDA Grantors
Grantor/Program Title Number Number Revenues Expenditures
U.S. DEPARTMENT OF AGRICULTURE
Natural Resources Conservation Service (Direct Program)
Farm and Ranch Lands Protection Program  10.813 . 73-5D21-5-49 $ 190642 § 190,642
U.S. DEPARTMENT OF DEFENSE
Direct Program .
Police equipment 12.000 N/A 8,100 9,100
U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT -
Direct Program ,
Community Development Block Grants 14.228
Program year-2003/04 - ‘B-03-MC-25-0001 248,314 248,314
Program year 2004/05 : B-04-MC-26-0001 277,709 277,708
Program year 2005/06 B-05-MC-26-0001 762,731 762,731
- 1,288,754 1,288,754
Direct Program _ L
HOME Irivestment Partnerships Program(a) 14.239 )
Program year 2001/02 - M-01-MC260201 314,901 314,901
Program year 2002/03 M-02-MC260201 63,338 63,338
Program year 2003/04 M-03-MC260201 173,459 173,459
Program year 2004/05 M-04-MC260201 599,153 599,153
Program year 2005/06 M-05-MC260201 169,571 169,571
1,320,422 1,320,422
TOTAL DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 2,608,176 2,609,176
U.5. DEPARTMENT OF JUSTICE
Direct Program
Domestic Violence Grant 16.588 2005-WE-AX-0087 06,194 96,194
Direct Program
Local Law Enforcement Block
Grants Program 16.592
2003-LB-BX-1787 425 425
2004-LB-BX-0931 498 499
2005-DJ-BX-0788 35,383 35,383
36,307 36,307
Passed through Michigan State Police
Office of Highway Safety Planning
2005 Youth Alcohol Enforcement 16.727 N/A 12,054 12,084
TOTAL DEPARTMENT OF JUSTICE 144,555 144,555



City of Ann Arbor
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONTINUED

Year Ended June 30, 2006

Federal Pass-Through
Federal Grantor/FPass Through " CFDA Grantors Current Year
Grantor/Program Titte Number Number Revenues Expendiiures

U.S. DEPARTMENT OF ENERGY
Passed through Michigan Department of Commerce and

Indusiry Services
Transportation Technologies:
Clean Cities Assistant 81.119 PLA-05-40 $ 38546 & 38,546
Ethanol Fueling Station PLA-04-16 10,000 10,000
BioDiesel Fueling Stations PLA-04-52 22,731 22,731
Clean Cities 2005 Coalition Support PLA-05-46 3,000 3,000
BicDiesel Feasibllity Study o PLA-05-10 15,804 15,804
90,081 90,081
Idle Reduction Technologies 81.041 PLA-06-12 7.000 7,000
Energy Star Home PLA-0G-13 10,262 10.262
17,262 17,262
TOTAL DEPARTMENT OF ENERGY 107,343 107,343
FEDERAL ELECTION ASSISTANCE COMMISSION
Passed through State of Michigan
Bureau of Elections : '
Help America Vota Act (HAVA) 90.401 N/A 269,348 269,348
U.S. DEPARTMENT OF HOMELAND SECURITY
Direct Programs 97.004
Assistance to Firefighters 2004 {a) EMW-2004-FG-13672 58,691 58,691
Assistance to Fireflghters 2005 (a) EMW-2005-FG-17641 251.464 251,464
310,155 310,155
Passed through Michigan State Police
Emergency Management Division
Homeland Security Grants (a) g7.004
2004 Homeland Security N/A 524,193 524 193
2005 Homeland Security NIA 86,305 86,305
2003 SHSGP Exercise Grant N/A 21,993 21,983
2003 State Homeland Security Grant N/A 250,817 250,817
2004 Homeland Security Grant N/A 65,563 65,563
2003-2005 SHSGP Training Grant N/A 15,574 15,6574
964,445 964,445
Flood Mitigation Plan Granis 97.029
Flood Mitigation Plan — Technical Assistant EMC-2003-GR-7041 8,888 8,888
Flood Mitigation Plan ~ Planning EMC-2003-GR-7041 4794 4794
13,682 13,682



City of Ann Arbor

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONCLUDED

Year Ended June 30, 2006

Federal Pass-Thraugh
Federal Grantor/Pass Through CFDA Grantors
Granter/Program Title Number Number

U.S. DEPARTMENT OF HOMELAND SECURITY {CONTINUED)
Passed through Michigan State Police
Emergency Management Division (Continued)

Emergency Management

Performance Grant 97.042 N/A
Emergency Managerment

Performance Grant 97.067 N/A

TOTAL U.8 DEPARTMENT OF HOMELAND SECURITY

TOTAL FEDERAL FINANCIAL ASSISTANCE

{a) Denotes program tested as “major program".

Current Year
Revenues Expenditures

$ 27083 $ 27,083
8.984 8.984
1,324,349 1,324,349
54604513 §.4.604513



City of Ann Arbor, Michigan
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2006

NOTE A: BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the Federal grant activity of the City of
Ann Arbor, Michigan and is presented on the modified accrual basis of accounting. The information in this
schedule is presented In accordance with the requirements of OMB Circular A-133, Audits of Stales, Local
Governments, and Nonprofit Organizations. Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation of, the basic financial statements, which are reconciled in Note

B.

NOTE B: RECONCILIATION TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The following reconciles the Federal revenues reported in the June 30, 2006 basic financial statements to the
expenditures of the City administered Federal programs reported on the Schedule of Expenditures of Federal

Awards:

Federal/State Federal
_Revenue Adjusimsnts Expenditures
PRIMARY GOVERNMENT
General Fund 5 2,952 $ - 5 2,952
Open Space and Parkland Preservation
Millage Fund 190,642 - 190,642
Nonmajor governmental funds 3,869,043 - 3,869,043
TOTAL PRIMARY GOVERNMENT 4,062,637 -0- 4,062,637
OTHER
Equipment grants - 591,876 501,876

$ 4.062,637 $ 591,876 $.4,694,513

{1) The adjustment relates to grants of equipment that are not recorded as revenues in govemmental funds since
the transactions do not involve the receipt or disbursement of finzncial resources. The value of the equipment
received was recognized in the Schedule of Expenditures of Federal Awards as of June 30, 2006 as required

by the grantor agencies..,



City of Ann Arbor

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

PROVIDED TO SUBRECIPIENTS

Year Ended June 30, 2006

Federal Pass-Through Program {Memo Only)
Program Title/ CFDA Grantor's or Award Prior Years'
Subrecipient {School District) Number Number Amount Expenditures
Community Development Block Grants 14.228
2005-06
Avalon Housing B-05-MC-26-0001 & 75000 § -
Child Care Netwark B-05-MC-26-0001 170,600 -
Food Gatherers B-05-MC-26-0001 100,000 -
Legal Services of South Central Michigan B-05-MC-26-0001 51,000 -
Community Housing Alternatives B-05-MC-26-0001 35,721 -
$ 431,721 $ -0-
HOME Investment Partnerships Program  14.239
200506
Community Housing Alternatives M-05-MC260201 $ 22176 % -
. Washtenaw Affordable Housing M-05-MC260201 282,000 -
$ 304176 % -0-




Balance Balance

July 1, 2005 Cash June 30, 2006
Transferred
Due From{{To} to Subrecipient  Due From/(To)
Subrecipient Subrecipient Expenditures Subrecipient
$ - % 75000 $ 75000 § -0-
- 170,000 170,000 -0-
- 100,000 100,000 -0-
- 51,000 51,000 -0-
- 35,721 35,721 -0-
3 0- 5 43172 $ 43,71 3 -0-
5 - % 2176 §$ 22176 & -0-
- 282,000 282,000 -0-
$ -0- $ 304476 2§ 304176 38 -0-
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Council
City of Ann Arbor

Ann Arbor, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, the aggregate discretely presented component units, and the aggregate remaining fund
information of the City of Ann Arbor, Michigan as of and for the year ended June 30, 2006, and have issued our
report thereon dated October 30, 2006. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Ann Arbor's intetnal control over financial reporting
in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to pravide an opinion on the internal controt over financial reporting. However, we noted certain malters
involving the internal contrel over financial reporting and its operation that we consider to be reportable conditions.
Reporiable conditions involve matters coming to our attention relating to significant deficiencies in the design or
operation of the internal control over financial reporting that, in our judgment, could adversely affect the City of Ann
Arbor's ability to record, process, summarize and report financial data consistent with the asserlions of
management in the financial statements. The reportable conditions are described in the accompanying schedule
of findings and questioned costs as items 2006-1, 2006-2, and 2006-3.

A material weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may occur and not be detected
within a timely pericd by employees in the normal course of performing their assigned functions. Qur consideration
of the internal control over financlal reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are
also considered to be material weaknesses. However, we consider items 2006-1, 2006-2, and 2006-3 to be
material weaknesses.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the City of Ann Arber's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters, noncompliance with which could have a direct and material effect on the
determination of financial statement amounis. However, providing an opinion on compliance with thoge provisions
was not an abjective of our audit and, accordingly, we do not express such an epinion.

We noted certain matlers that we have reported to management and the City Council of the City of Ann Arbor,
Michigan in a separate letter dated Qctober 30, 2006.

East Lansing = Rochester Hills = St Johns
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This report is intended solely for the information and use of management, the Mayor, and the members of the City
Council of the City of Ann Arbor, the pass-through grantors, and the Federal awarding agencies and is not
intended to be, and should not be, used by anyone other than these specified parties.

G—QF‘LO-G‘% a], %4.3:?-&

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

October 30, 2006
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City of Ann Arbor

SCHEDULE CF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2006

Saction | - Summary of Auditor’'s Results

Financial Statements
Type of auditor’s report issued:
Intemmal control over financial reporting:
Material weakness(es) identified?

Reportable condition(s) identified that are not
considered to be material weakness{es)?

Noncompliance material to financial statements noted?
Federal Awards
Internal control over major programs:

Material weékness(es) identified?

Reportable condition(s) identified that are not
considered to be material weakness(es)?

Type of auditor's report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported in
accordance with Section 510(a) of Circular A-1337?

Identification of major programs:

CFDA Number(s}

Ungualified
X Yas
Yes
Yes
X Yes
Yes
Qualified
X Yas

No

None reported
No

No

MNene reported

Mo

Name of Federal Program or Cluster

14.239 HOME Investment Partnerships

97.004 State Domestic Preparedness Equipment Support
Dollar threshold used to distinguish between Type A and
Type B programs: $ 300,000
Auditee qualified as low-risk auditee? Yes No




City of Ann Arbor
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2006

Section )l - Financial Statement Findings

2006-1 USE OF CITY CREDIT CARDS

Criteria: Compliance with City administrative policy. City administrative policy #512 provides (among other things)
that documentation be maintained for all purchases, that purchases be made only for cfficial City business, that
meals, office supplies, and travel expenses not be incurred (except under a departure from policy ordered by the
City Administrator), and that use of the City credit card does not exempt the user from compliance with Federal or
State regulations as well as City ordinances, policies and procedures.

Condition: During our testing of transactions related to the use of purchasing cards it was determined that the City
did not comply with established administrative policy and financial management procedures. It was noted that;

s Supporting documentation was not provided for several of the transactions tested.

s None of the fransactions sampled contained any explanation that would allow a user to determine that the
purchase was made for official City business.

« There are individuals who hold unrestricted cards but the approval for those cards was niot given by the City
Administrator. Approval was given by the Chief Financial Officer. Purchases were made for items nof
otherwise allowed under the policy on one of these cards we reviewed.

¢ |Instances were noted where purchases were made using the City credit cards {meals, recognition functions)
that violate Michigan State law or Aftorney General Opinions as compiled in Michigan Depariment of
Treasury's document "Determining Lawful Expenditures”.

Context: This finding was noted during testing of fransactions related to credit card usage.

Recommendation: We recommend the City take steps to ensure that supporting documentation is retained for all
credit card transactions, including documentation of the business purpose of all charges. Additionally, unrestricted
cards should only be granted as ordered by the City Administrator. Unlimited cards currently in place that were not
properly approved should be revoked or approved by the City Administrator in writing. We further recommend that
the cards he used only for lawful expenditures allowed by the State of Michigan.

Corrective Action Response: Management is changing the purchasing card policy to require users to send
documentation of transactions to Finance on a monthly basis, including the business purpose of the transaction,
so that all documentation can be centrally maintained. Management will also formally document the City
Administrater's designation of the Chief Financial Officer as the credit card administrator. With respect to
purchasing cards being used for recognition, management believes that reward and recognition of employee
confributions are important in the present environment where the City asks employees to do more with less. The
recognition events are a key part of the City's efforts to motivate employees. Many other municipalities in the
State, similar to the privale sector, have established recognition programs. Management will develop a funding
strategy for these events that comply with the established requirements.

2006-2 UNLAWFUL EXPENDITURES

Criteria: Guidance conceming lawful expenditures is given by the Michigan Department of Treasury in a document
called “Determining Lawful Expenditures® that is available on their website. Specifically disallowed are
expenditures for meals (with some exceptions} and employee recognition.

Condition: Numerous instances of meals being purchased and employee recognition being provided were noted.
Each department of the City has a budget each year for employee recognition.

Context: This finding was noted during testing of transactions related to credit card usage, inquiry of management,
and observation of employee recognition events while the audit was being conducted.

Recommendation: We recommend that all expenditures that do not have a documented public purpose he
discontinued.

-12 -



City of Ann Arbor
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2006

Section |l - Financial Statement Findings {confinued)

2006-2 UNLAWFLUL EXPENDITURES - CONTINUED

Corrective Action Response: Management is changing administrative policy to require ‘the apprapriate
documentation for meals purchased using City funds. Finance will also manitor and test transactions for
compliance with the revised policy. With respect to employee recognition events, as stated in management's

respanse to comment 2006-1, management is commilted to employee recognition and will be developing a
funding strategy to comply with State law.

2006-3 REIMBURSEMENT OF EMPLOYEE INCOME TAXES ON FRINGE BENEFITS

Criteria: Compliance with a non-union em ployeé contract.

Condition: A City. employse was reimbursed for income taxes that were incumed as a result of certain fringe
benefits provided under that employee’s contract with.the City. The employment contract does not specify,

however, that the employee was entitled to reimbursement of income taxes incurred.

Context: This finding was noted during testing of transactions related to payments made and compliance with
employment agreements for certain key management employees.

Recommendalion: We recommend that either the applicable employee’s contract be amended to allow these
reimbursements or steps be taken to ensure that similar payments do not take place in the future.

Corrective Action Response: Management is currently evaluating internal changes to address this situation.

Section lll - Federal Award Findings and Questioned Costs

2006-4 SUPPORTING DOCUMENTATION FOR EXPENDITURES

State Domes'tic Prebaredness Equipment Subport Program Passed through the Michigan State Police - CFDA
97.004; No grant number specified by grantor; Grant pericd FY 2005-06. .

Criteria: Complianée with Cit'y financial manégement procedures.

Condition: During our testing of disbursements related to equipment purchases for the above noted grant it was
determined that the City did not comply with established financial management procedures (i.e., payment made
only from original invoices). Nine (9) of the thirty-five (35) invoices tested for the grant were not paid from original
invoices; eight (B) were faxed and one (1) was hand-waitten.

Questicned costs: None

Context: This finding was noted during testing of transactions related to testing the major Federal programé.

Recommendation: We recommend the City finance department work with program management pessonnel to
ensure that appropriate documentation is provided for future grant expenditures.

Correclive Action Response: Management will ensure that all equipment purchases for grant related expendilures
will be paid from original invoices only.

-13-



City of Ann Arber
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended June 30, 2006

Section lIl - Federal Award Findings and Questioned Costs - Continued

2006-5 HOUSING QUALITY INSPECTIONS

HOME Investment Partnerships Program (Direct Program) - CFDA 14.239; Grant No. M-05-MC260201; Grant
period FY 2005-06.

Criteria: Special Tesls and Provisions in accordance with OMB Circular A-133 2008 Compliance Supplement.
During the period of affordability for HOME assisted rental housing, the participating jurisdiction must perform on-
site inspections to determine compliance with property standards and verify the information submitted by the
owners no less than: (a) every three years for projects containing 1 to 4 units, {b) every two years for projects
containing & to 25 units, and (c) every year for projects containing 26 or more units.

Condition: During our review of the process related to housing quality inspections for the above noted grant it was
determined that the City did not provide adequate inspection procedures for some of the applicable rental
properties. It was noted that fifteen {15) of the thirty-four (34) applicable rental properties had not been inspected
in a timely manner consistent with the above listed requirements.

Questioned costs: None

Context: This finding was noted string com pliahce testing related to the major Federal programs.
Recommendation: We recommend the City implement formal written procedures related to housing quality
inspections and then pericdically monitor compliance with the procedures. These written procedures should
include requirements for on-site inspections in accordance with the Compliance Supplement.

Corrective Action Response: We agree with the comment, management will ensure the supervisory staff will
make sure that all inspections comply with decumented procedures and in accordance with the Compliance
Supplement.

2006-6 PROCUREMENT, SUSPENSION AND DEBARMENT

HOME Investment Partnerships Program (Direct Program) - CFDA 14.239; Grant No. M-OS—MC260201; Grant
period FY 2005-06. . :

Criteria: Suspension and debament verification in accordance with OMB Circular A-133. The City is required to
perform verification procedures to determine if parties are listed as suspended or debarred from entering into
Federally funded contracts before entering into a "covered fransaction” with that party. A covered transaction is
defined as a procurement transaction exceeding $100,000 or grants to subrecipients in any amount. Acceptable
verification procedures include checking the Excluded Parties List Systern (EPLS) maintained by the LS. General
Services Administration (GSA), collecting a certification from the entity, or adding a clause or condifion ta the .
covered transaction with the entity. The EPLS may be accessed online at hitp:/fepls.arnet.gov.

Ceondition: |t was determined that the City did not provide the required verification of whether subrecipients had
been suspended or debarred from entering into Federally funded contracts. It was also noted that, though no
covered transactions were entered into during the year, no pracedures were in place to verify that procurement
transactions were not being entered into with parties that had been suspended or debarred.

CQuestioned costs: None

Context: This finding was noted during testing procedures related to testing the major Federal programs.
Recommendation: We recommend the City implement formal written procedures related to verification of

suspended or debamed status for covered transactions then periodically monitor compliance with those
procedures.
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City of Ann Arbor
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended June 30, 2008

Section Hll - Federal Award Findings and Questioned Costs - Continued

2006-6 PROCUREMENT, SUSPENSION AND DEBARMENT - CONTINUED

Correclive Action Response: We agree with the comment, management will amend our confract language to
ensure that subrecipients certify that they are not listed as suspended or debarred from entering into a Federally
funded contract.
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City of Ann Arbor
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Year Ended June 30, 2006

Federal Award Findings and Questioned Costs

20051 HOME INVESTMENT PARTNERSHIPS — ACCQUNTING AND REPORTING

In the prior year it was reported that the HOME Investment Partnerships Pragram had advanced grant funds to a
certain subrecipient in advance of expendilures actually being incurred. This was reported as a violation of
Federal cash management compliance requirements under OMB Circular A-133. Funds in excess of applicable
expendifures were recorded as accounts receivable as of June 30, 2005 and were received during the fiscal vear
ended June 30, 2006. This finding is considered to be resolved.
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MANAGEMENT LETTER

To the Honorable Mayor and
Members of the City Council
Clty of Ann Arbor

Ann Arbor, Michigan

As you know, we have recently completed our audit of the records of the City of Ann Arbor, Michigan as of and
for the vear ended June 30, 2006. In connection with the audit, we feel that certain changes in your accounting
and administrative procedures would be helpful in improving management’s control and the operational
efficiency of the accounting and administrative functions. These suggestions are a result of our evaluation of
the internal control and our discussicons with management.

1.

The City should consider adopting additional administrative policies and procedures.

Based on our discussions with management, we noted that the City has not formally adopted written
procedures and policies for several areas of operation. Documenting specific policies and procedures allows
employees to have a clearer understanding of management’s expectations. |t also allows management to
have greater visibility over those areas for which they are responsible. Specifically, we suggest that the City
develop, formally adopt, and implement written procedures and policies in the following areas:

a.

d.

Fraud risk management program - We suggest that the City develop and formally implement a fraud risk
management program that is appropriate to the size and complexity of the crganization. Such a fraud risk
management program may involve active searching for fraudulent transactions through the use of
techniques such as data mining, but should also inform management and employees as to the nature of
fraud and aclions expected lo be taken if fraud is suspected. This would Include publishing a definition of
fraud, a statement that fraud will not be tolerated within the organization, and instructions for reporting
fraud within the chain of command.

Disaster recovery plan - We suggest the City adopt a disaster recovery plan. The plan should identify
areas of operation that are critical to the City and detall how the City would continue to operate in the
absence of those critical areas of operation,

Code of conduct - The City has in place a code of conduct including a policy on conflicts of interest. The
code should include a requirement that key employees and Council members periodically make a
declaration of compliance with the code, particularly with respect to confiicts of interest.

Personnei policy - The City has a comprehensive set of personnel policies currently in place. We suggest
the City review those policies and consider adopting amendments to address the issues of background
checks on all potential employees in the accounting and information technology areas, and a requirement
of mandatory vacations for employees in positions of financial trust with those duties performed by another
employee during that absence.
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2.

4.

5.

The City should moniter and amend budgets when necessary.

As noted in the annual financial statements, some of the budgeted activities of the City exceeded the amounts
appropriated. The variances noted were in the General Fund and two {2) Special Revenus Funds,

The Michigan Public Act 621 of 1878, as amended, provides that the City shall not incur expenditures in
excess of the amounts appropriated.

We suggest the City monitor expenditures against the adopted budget on a periodic basis and appropriate
budget amendments be adopted by Councit as needed.

The City should evaluate policies and procedures with respect to use of City cradit cards.

As noted in our communication of reportable conditions, we noted instances of non-compliance with City palicy
and established procedures. As part of our audit procedures in this area, we also noted areas in which we
believe that the City could benefit from changes in procedures and updates to the existing policy.

a. Wea suggest that the credit card policy be updated to require that doecumentation of all transactions be
submitted to the Finance Department each month. As part of this, users should be required to document
the business purpose of all fransactions as well as documenting attendees at events for which food was
purchased in order to establish lawfulness of the transaction.

b. Woe suggest that departures from the credit card policy be documented more formally. Currently, certain
credit card users have been granted unlimited purposes for which the card may be used and also credit
limits up to $10,000. Approvals for-these departures were granted through emails in-which the request
was made and approval granted. Improved documentation for this approval would include a memo that
lists the specific depariure from policy and reasons that it is necessary. The memo should be signed by
the City Administrator and retained by the credit card administrator.

c. We suggest that departures from the credit ¢ard policy be exercised only for their intended use. Currently,
certain public safety credit card users have been granted unlimited purposes and higher credit limits for
use in a “serious emergency andfor disaster”. We have noted, however, usage of these cards for items
outside the established policy for which a "serious emergency and/or disaster” situation does not appear to
exist.

d. We suggest that any designation of authority to order deviations from City Administrative policy be
adopted as an amendment o the current administrative policy manual. Under current City administrative
policy, departures from those policies may be granted only as ordered by the City Administrator.

The City should review deposits held and determine ultimate disposition of the funds.

The City curently holds performance deposits and tree escrow deposits that have been collected as security
for satisfactory completion of certain development projects. Currently these amounts total approximately $1.3
million and are recorded as cash and liabilities of the General Fund. During our review of documentation for
these deposits, we noted that some of the performance deposits go back as far as the 1980's and some of the
tree escrow amounts go back as far as 1997. A similar issue was noted and reported in the prior year's audit
comments.

We suggest that the City review these deposils and take steps to return the funds to the rightful owners,
escheat the funds to the State under the unclaimed property laws, or remit the amounts to the City due to
unsalisfactory outcome of the related project.

The City should continue to evaluate controls and procedures for utility billing and revenue collections.

Prior to our appointment as auditors for the City, we were engaged to assess internal controls over revenue
administration. As part of that engagement we provided our repert in which we listed comments and
recommendations we considered to be relevant to those processes. Because of our awareness of these
issues we determined it was necessary to follow up on certain comments that have an effect on internal
controls which are material to the financial statements as part of the audit. While the City has made
substantial progress toward implementing our original recommendations, there are certain items that have
not been completely addressed or that are part of ongoing projects.



a. We suggest that an interface between the City’s utility billing and general {edger systems be developed.
Revenue and receivables recorded in the City’s general ledger from the utility billing system are
currently being done by manual journal entries. These journal eniries are also not being performed cn a
timely basis (no revenue was recoerded until several months into the fiscal year).

b. We suggest that the precess used fo prepare journal entries to record utility billing activity in the general
ledger be mere fully documented. The process is very complex and such docurentation would be
useful in communicating the process so that it might more easily be automated or streamlined.

c. We suggest that a daily sequence of prenumbered permit numbers issued in the Planning and
Davelopment office be reconciled to cash received as part of the daily closing process. During our audit
procedures at this department, we noted that for all four {4) days tested the total amount collected for
permits did not equal the amount that was deposited at the Customer Services Center. The amounts of
the differences were not material, but the permits issued should be routinely reconci[ed to daily
daposits.

8. The City should perform an inventory of ¢capital assets and review for potentially impaired assets.

It has been the City's past practice to perform an inventery of its capital assets every three (3} years.
However, the last inventory (exclusive of street infrastructure) was performed In 1998. Locating and
physically verifying the existence of assets that the City has purchased is an important internal contral and
demanstration of proper stewardship of public funds.

In addition to this, the City has been receiving grants from the Department of Homeland Security for the
purchase of certain public safety eguipment since fiscal year 2004/05. Under Office of Management and
Budget {(OMB) Circular A-110, equipment records for assets purchased under Federal grants must be
maintained and a physical inventory of these assets must be taken every two (2) years and reconciled to the
equipment records. The City will be required to physically inventory assets purchased under these grants
for the fiscal year 2006-07.

Finally, effective for the City's fiscal year ended June 30, 2006 is Governmental Accounting Standards
Board Statement Number 42, Accounting and Financial Reporting for Impairment of Capital Assets and for
insurance Recoverlfes (GASB 42). GASB 42 requires capital assets that have been impaired {an
impairment is defined as a significant, unexpected decline in the service ulility of a capital asset} to be
identified and, under certain circumstances, potentially be de-valued in the government-wide financial
statements. We inquired of management as to any material asset impaiments existing as of June 30, 2006
and were informed that there were none. However, as part of a physical inventory of capital assets, a frue
assessment that considers potential asset impairments could be carried out.

We suggest that the City undertake a physical inventory of its capital assets at the soonest date praclical.
Wae would like to remind the City that capital assets purchased under the Homeland Security grants must be
inventoried hefore June 30, 2007.

These conditions were considered in determining the nature, timing, and extent of the audit tests to be applied in
our audit of the basic financial statements, and this repon does not affect our report on the financial statemants
dated October 30, 2006.

This report is intended solely for the information of management, the Mayor, and members of the City Council of
the City of Ann Arbor and is not intended to be, and should not be, used by anyone other than these specified
parties.

We wish to express our appreciation for the courtesy and cooperation extended to us during our audit. We are
available to discuss this suggestion with you and o provide assistance in the implementation of improvements.

Clrzbanm 4 Molpan, V<

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

QOctober 30, 2006



